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By  John  G.  B.  Hutchins 

PROFESSOR  OF  BUSINESS  HISTORY  AND 
TRANSPORTATION  AT  CORNELL  UNIVERSITY 


The  American  Shipping  Industry  since  1914 

C  In  1914  the  United  States  had  less  than  5  per  cent  of  the  merchant 
shipping  tonnage  of  the  world;  in  1952  it  had  32  per  cent  of  a  vastly 
larger  world  tonnage,  althought  its  basic  competitive  disadvantages  had 
probably  increased  in  the  intervening  years.  This  enormous  growth  of 
the  American  fleet  resulted  from  the  changes  in  public  policy  which 
accompanied  a  new  view  of  the  American  role  in  world  affairs.  This 
article  analyzes  the  major  developments  <n  the  American  merchant  marine, 
both  deep-sea  and  coastwise,  since  World  War  I. 

Four  decades  have  now  elapsed  since  the  end  of  that  long 
period  of  more  than  a  century  in  which  maritime  affairs  were  char¬ 
acterized  by  a  relatively  simple  business  structure  and  by  relatively 
mild  public  policies  of  promotion  and  regulation.  While  the  ship¬ 
ping  combines  and  subsidies  existing  at  the  turn  of  the  century 
seemed  to  many  contemporaries  to  be  questionable  if  not  actually 
dangerous  to  economic  welfare,  today  they  seem  close  to  the  ideals 
of  the  classical  economist  compared  with  the  present  world  of  heavy 
subsidies,  chosen  instruments,^  state-owned  shipping,  close  regula¬ 
tion,  and  vast  reserve  fleets.  Certainly  the  changes  in  American 
shipping  have  been  striking.  In  1914  American  business  had 
abandoned  most  of  the  liner  services  in  foreign  trade  to  the  rising 
foreign  lines.  Only  in  the  protected  coastwise  trade  and  in  the 
dwindling  number  of  long-haul  trades  left  to  sailing  ships  were 
American  firms  at  all  active.  In  contrast,  today  the  coastwise  and 
intercoastal  trades  lie  in  ruins,  victims  of  truck  and  railroad,  while 
powerful  chosen  instruments,  and  some  others,  provide  strong 
American  liner  service  on  many  routes  to  foreign  ports. 

It  is  the  thesis  of  this  paper  that  American  merchant  marine 
policy,  and  hence  the  structure  of  the  American  shipping  industry, 
have  been  molded  by  changing  concepts  of  the  role  of  the  United 
States  in  world  affairs.  In  this  country  the  industry  has  been  of 
necessity  a  creation  of  government  since  the  clipper  ship  era  of  a 
century  ago.  In  the  period  before  1914  the  policy  of  aloofness  from 

'  That  is,  private  companies  which  have  been  chosen  by  the  state  as  instru¬ 
ments  for  the  achievement  of  a  specified  public  policy. 
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the  wars  and  political  conflicts  of  Europe,  together  with  concepts  of 
nonintervention  in  business  at  home,  provided  a  favorable  back¬ 
ground  for  a  development  of  shipping  along  rational  economic  lines. 
Such  a  development  clearly  called  for  heavy  utilization  of  foreign- 
built  ships  and  foreign-flag  services.  In  contrast,  since  1939  Ameri¬ 
can  policy  has  become  primarily  security  conscious.  The  shipping 
industry  accordingly  h?s  had  to  adapt  itself  to  the  powerful  demand 
for  maritime  autarchy.  Between  1918  and  1939  thought  and  policy 
were  uncertain,  and  consequently  both  public  policy  and  private 
planning  suffered  badly. 

This  changing  point  of  view  worked  a  fundamental  shift  in  the 
relative  position  of  American  shipping  during  these  four  decades. 
In  1914,  85  per  cent  of  the  world’s  35  million  gross  tons  of  ocean¬ 
going  steamships  were  owned  by  the  eight  maritime  nations  of 
Great  Britain.  Germany,  France,  the  United  States,  Japan,  Holland, 


TABLE  1 

Seagoing  Steam  Merchant  Ship  Tonnage  of  the  World 
( Millions  of  Cross  Tons ) 


Country 

June  30,  1914 

Sept.  1,  1939 

June  30,  1952 

World 

35.1 

58.2 

80.2 

Great  Britain 

17.5 

17.8 

18.8 

Germany 

4.7 

3.9 

1.0 

France 

1.7 

2.7 

3.3 

United  States 

1.5 

8.1 

25.6 

Japan 

1.4 

5.1 

2.4 

Holland 

1.3 

2.7 

2.9 

Italy 

1.3 

3.2 

3.0 

Norway 

1.1 

4.5 

5.5 

Sweden 

0.5 

1.3 

2.2 

Denmark 

0.5 

1.0 

1.3 

Greece 

0.7 

1.7 

1.2 

Panama 

negl. 

0.7 

3.7 

Source:  For  1914:  Paper  prepared  by  W.  S.  Tower,  U.  S.  Shipping  Board,  in  E.  E. 
Day  papers  in  possession  of  the  author.  Covers  ocean-going  steam  tonnage  of  1,600  gross 
tons  and  up.  For  1039:  Merchant  Marine  Study  and  Investigation,  Senate  Report  2494, 
81st  Cong.,  2nd  Sess.,  127-9.  Covers  seagoing  iron  and  steel  steam  and  motor  vessels  of 
1,000  gross  tons  and  up  (excluding  vessels  on  the  Great  Lakes  and  inland  waterways, 
special  types,  and  vessels  owned  by  the  armed  forces).  1952:  Federal  Maritime  Board- 
Maritime  Administration,  Annual  Report,  1952,  66-67.  Coverage  the  same  as  in  1939. 
British  tonnage  includes  that  of  the  (^mmonwealth. 

Italy,  and  Norway,  in  that  order.  Since  the  portions  of  the  United 
States  and  Japan  were  relatively  small  (see  Table  1 ),  it  appears  that 
the  predominant  center  of  shipping  control  was  Europe,  especially 


the  Channel  and  North  Sea  area.  Although  government  subsidies 
and  other  aids  doubtless  contributed  to  this  result,  the  basic  causes 
were  undoubtedly  Europe’s  great  lead  in  naval  architecture  and 
marine  engineering,  her  abundant  and  skilled  seamen,  her  readily 
available  capital,  and  —  perhaps  most  important  —  the  efficiency  of 
her  business  organization.  The  wastage  of  two  great  wars  and  above 
all  the  willingness  of  the  United  States,  having  become  highly  securi¬ 
ty  conscious,  to  spend  money  on  shipping,  were  to  change  all  this. 
By  1952,  32  per  cent  of  the  world’s  80  million  gross  tons  were  Amer¬ 
ican.  Admittedly  a  large  proportion  of  this  fleet  consisted  of  ships 
in  reserve,  but  their  presence  nevertheless  signified  a  new  maritime 
outlook  and  capability.  It  is  of  interest  that  the  British  fleet  — 17.5 
million  tons  in  1914— remained  approximately  the  same  size  through¬ 
out  the  period,  totaling  some  18.8  million  tons  in  1952.  The  German 
fleet  has  felt  the  attrition  of  two  wars,  and  the  Japanese  of  one.  By 
1952  Norway  had  emerged  as  the  third  power  followed  by  the 
strange  new  flag  of  Panama.  Thus  although  most  of  the  basic  com¬ 
petitive  disabilities  of  United  States  operators  remain,  the  new 
demand  for  maritime  security  has  projected  American  shipping  into 
a  prominent  position.  The  positions  of  the  nations  at  three  significant 
dates  appear  in  Table  1. 

A  paradox  is  the  fact  that  this  expansion  has  taken  place  in  the 
face  of  an  apparent  increase  in  the  competitive  disadvantage  of 
American  shipping.  One  would  indeed  expect  that  the  phenomenal 
industrial  and  agricultural  growth  of  the  United  States  on  the  one 
hand,  and  the  impoverishment  of  Europe  by  two  wars  on  the  other, 
would  have  widened  the  differences  in  rates  of  pay  for  equivalent 
labor  services.  There  is  some  evidence  of  this.  Estimates  for  the 
period  1870-1900  of  the  monthly  cost  of  manning  and  victualing  a 
1000-ton  full-rigged  ship  were  as  follows:  American  flag,  $1,100- 
$1,250;  British,  $650-$800;  German,  $600-$750;  and  French  $850- 
$1,000.2  These  figures  suggest  ratios  of  American  to  European  costs 
of  from  3  to  2  to  a  little  less  than  2  to  1.  However,  many  of  the  seamen 
on  American  vessels  at  that  time,  in  contrast  with  today,  were  Euro¬ 
pean  nationals,  a  fact  which  tended  to  hold  American  pay  scales 
down.  Over  half  a  century  later,  in  1949,  monthly  wage  costs  of 
operating  the  Maritime  Commission’s  C-3  class  of  cargo-liner,  in¬ 
cluding  allowances  for  overtime,  risk  bonuses,  vacation  pay,  family 
and  uniform  payments,  and  social  security  and  welfare  costs  of  the 
various  nations,  were  as  follows:  American  flag,  $21,004;  British, 

*  John  C.  B.  Hutchins,  The  American  Maritime  Industries  and  Public  Policy, 
1789-1914  (Cambridge,  1941),  432. 
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$6,730;  Norwegian,  $6,454;  Dutch,  $7,676;  Italian,  $5,450;  and  Greek, 
$8,357.®  While  these  comparisons  are  somewhat  imsatisfactory  be¬ 
cause  of  problems  of  exchange  rates  and  fringe  benefits,  they  suggest 
that  the  ratio  of  American  to  European  costs  had  risen  to  between 
3  to  1  and  4  to  1.  Thus  on  classical  economic  grounds  there  is  less 
reason  than  ever  for  an  American  merchant  marine. 

American  Shipping  in  1914 

The  existence  of  this  differential,  together  with  the  inability  of 
American  owners  to  secure  U.S.  registry  for  ships  built  abroad 
(where  costs  were  lower)  until  1912,  and  then  only  subject  to  re¬ 
strictions,  had  left  the  American  shipping  business  in  an  extremely 
weak  position  on  the  eve  of  World  War  I.  A  mere  10  per  cent  of 
American  foreign  trade  was  then  moving  under  the  national  flag  — 
the  climax  of  a  long  decline  since  early  in  the  nineteenth  century. 
Financially  the  business  was  marginal,  and  with  respect  to  personnel 
it  tended  to  be  a  “sweated”  industry.  A  few  of  the  old-style  trading 
and  shipping  partnerships  survived,  especially  in  the  sailing  ship 
business,  but  they  lacked  vigor.  Many  of  the  older  houses,  having 
regard  for  the  economics  of  the  situation,  became  agents  or  even 
managing  operators  of  foreign  vessels.  Many  invested  in  the  stock 
of  foreign  shipping  companies,  so  much  so  that  at  the  turn  of  the 
century  it  was  estimated  that  the  American  controlled  foreign-flag 
fleet  nearly  equaled  that  under  the  national  flag  in  foreign  trade."* 
Few  of  the  older  houses  were  to  make  the  transition  to  the  later  era 
of  chosen  instruments.  Thus  the  shipping  industry  did  not  witness 
the  same  striking  development  of  large-scale  corporate  management 
which  was  such  a  feature  of  American  manufacturing. 

Perhaps  the  best  example  of  American  business  thinking  is  given 
by  J.  P.  Morgan’s  ill-fated  International  Mercantile  Marine  Company 
of  1902.  In  this  enterprise  Mr.  Morgan  endeavored  to  secure  im¬ 
portant  operational  and  strategic  advantages,  as  well  as  promoter’s 
profits,  by  combining  under  American  control  the  leading  Atlantic 
liner  services,  most  of  which  were  foreign.  Because  of  gross  over- 
capitalization,  defective  management,  and,  most  importantly,  of 
national  feeling  abroad,  the  great  consolidation  was  a  business  mon- 

*  Merchant  Marine  Study  and  Investieation,  Senate  Report  2494,  81st  Cong., 
2nd  Sess.,  347-69.  Estimates  for  a  liberty-type  tramp  are:  American-flag, 
$15,321;  British,  $5,312;  Norwegian,  $5,207;  Dutch,  $6,482;  Italian,  $4,509; 
and  Creek,  $6,897. 

*  Annual  Report  of  the  Commissioner  of  Navigation,  1894  (Washington, 
1894),  p.  xvii;  ioid.,  1901,  pp.  34,  306-9. 
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strosity,  and  ultimately  disappeared.  The  general  scheme  was  bom 
of  nineteenth-century  economic  rationalism,  and  assumed  that  con¬ 
siderations  of  national  power  and  security  would  not  seriously  inter¬ 
fere.  Such  a  plan  is  almost  inconceivable  today. 

Meanwhile  big  business  was  springing  up  in  shipping  abroad. 
Encouraged  by  relatively  mild  mail  subsidies  and  some  other  pre¬ 
ferences,  the  leading  European  powers  developed  strong  lines,  some 
of  which  had  great  size  and  broad  regional  coverage.  Most  impor¬ 
tant  were  the  British  Peninsular  and  Oriental,  Cunard,  and  Royal 
Mail  lines,  the  German  Hamburg-Amerika  and  North  German  Lloyd 
firms,  and  the  French  Compagnie  Generale.  These  organizations 
clearly  showed  that  size  had  great  advantages  in  allowing  the  over¬ 
head  costs  of  an  efficient  shoreside  organization  to  be  spread  widely, 
and  in  permitting  diversification  of  routes  and  services. 

No  such  firms  arose  in  the  United  States.  The  Ocean  Mail  Act  of 
1891  did  indeed  create  a  few  mail  contractors,  of  which  the  most 
important  was  the  International  Navigation  Company  (American 
Line).  However,  that  firm’s  four  Atlantic  liners  were  barely  adequate 
to  give  a  competitive  service.  In  general  the  mail  pay  was  inadequate 
to  create  much  interest  in  business  circles.  Likewise  in  government 
circles  there  was  little  interest.  Such  thought  as  there  was  stressed 
mainly  the  possible  advantages  of  merchant  ships  as  naval  auxiliaries 
and  training  grounds  for  seamen,  and  not  the  logistic  requirements 
of  overseas  war.  In  general  the  argument  of  the  Ricardian  economists 
that  it  was  economically  advantageous  to  hire  foreign  vessels  re¬ 
ceived  assent. 

The  Impact  of  World  War  I 

The  great  events  of  World  War  I  decisively  interrupted  this 
pattern.  With  respect  to  both  equipment  and  ideas  the  war’s  effects 
were  widely  felt.  The  United  States  now  had  an  opportunity  to 
observe  the  destructiveness  of  modem  naval  warfare  against  mer¬ 
chant  shipping.  This  far  surpassed  anything  previously  envisioned. 
Total  Allied  and  neutral  losses  on  account  of  enemy  action  amounted 
to  12.8  million  gross  tons,  of  which  British  losses  were  7.8  million 
tons  (44  per  cent  of  their  1914  tonnage),  and  United  States  losses 
were  .4  million  tons.®  Including  losses  from  marine  risk,  which 
totaled  2.2  million  tons,  total  disappearances  from  the  register  were 
about  15  million  tons.  The  United  States  also  experienced  its  first 
shipping  shortage.  Despite  the  fact  that  by  the  autumn  of  1918 
about  8  million  tons,  or  a  fourth  of  the  world’s  tonnage,  were  oper- 
*  W.  S.  Tower  ms.  in  E.  E.  Day  papers  (in  possession  of  the  author). 
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ating  in  the  North  Atlantic  lanes  in  direct  or  indirect  support  of  the 
war,  American  military  activities  were  seriously  hampered  by  a 
shortage  of  vessels.  The  Navy  was  then  operating  42  troopers  and 
453  freighters,  but  substantial  assistance  from  the  British  was  neces¬ 
sary.  Many  routes  were  almost  completely  deprived  of  their  usual 
service.  Free  freight  rates  rose  with  alarming  sharpness,  increases 
being  reported  between  1914  and  1918  of  1,250  per  cent  for  wheat 
to  Britain,  2,132  per  cent  for  cotton  from  the  Gulf  to  the  same  destina¬ 
tion,  and  even  733  per  cent  for  steel  trans-Pacific,  to  give  a  few  ex¬ 
amples.*  Stringent  controls  were  instituted  on  both  sides  of  the 
water.  There  was  a  loud  outcry  against  profiteering  and  against  the 
foreigner-dominated  conferences.  This  ultimately  resulted  in  the 
first  regulatory  law  —  the  Shipping  Act  of  1916. 

Most  important  for  the  future  was  the  shipbuilding  program  of 
the  new  Shipping  Board.  Unfortunately  few  of  these  vessels  were 
completed  in  time  to  relieve  the  shortage.  The  peak  in  deliveries 
did  not  come  until  1919,  and  the  end  of  the  program  not  until  1921.^ 
At  its  core  were  1,693  steel  steamships.  These  vessels  and  others, 
amounting  at  the  end  of  1921  to  11  million  deadweight  tons  (about 
7.2  million  gross  tons)  now  required  disposition.  Obviously  this 
heavy  construction,  in  1918  at  a  rate  three  times  that  of  Great  Britain, 
greatly  changed  the  distribution  of  world  shipping. 

Likewise  the  prevailing  ideas  regarding  shipping  policy  underwent 
a  change.  Logistic  considerations  became  much  more  prominent, 
and  it  was  easier  for  the  maritime  protectionists  to  make  a  case.  The 
cost  of  the  war  shipbuilding  activity,  estimated  at  some  $3  billion, 
was  an  ever-present  reminder  that  not  all  of  the  economies  were  on 
the  side  of  the  Ricardians.  Some  now  dreamed  of  recovering  lost 
maritime  glories  with  war-built  ships.  There  also  appeared  a  new 
business  interest  anxious  to  secure  whatever  ‘advantages  might  be 
had  in  the  new  situation. 


The  War-Built  Fleet  and  the  New  Shipping  Business 

The  Merchant  Marine  Act  of  1920  *  opened  a  new  period  in  Ameri¬ 
can  maritime  history.  The  stated  policy,  like  that  in  the  Transporta¬ 
tion  Act  of  1920  dealing  with  railroads,  was  private  ownership  and 
management  of  shipping.  There  had  been  some  talk  of  public 

•  Merchant  Marine  Study  and  Investigation,  253. 

'  The  Use  and  Disposition  of  Ships  and  Shipyards  at  the  End  of  World  War 
II,  A  Report  by  the  Graduate  School  of  Business  Administration,  Harvard  Uni¬ 
versity,  1945  (Washington,  1945),  21^9. 

•41  Stat.  988,  ch.  250. 


—  110  — 


ownership,  but  both  prevailing  philosophies  and  available  organiza¬ 
tion  made  this  alternative  unattractive.  The  new  policy  involved 
the  operation  of  vessels  on  essential  routes  by  the  Shipping  Board 
for  developmental  purposes,  and  the  ultimate  sale  of  both  entire 
services  and  individual  ships  to  the  new  shipping  firms  which  it  was 
hoped  would  come  forward.  Very  broad  powers  were  conferred  on 
the  Board,  particularly  with  respect  to  services  and  ship  prices. 

The  problems  of  a  new  firm  considering  purchase  of  these  vessels 
were  however  very  substantial.  First,  the  vessels  offered  varied 
widely  in  quality.  The  cargo  ships  ranged  in  size  from  3,500  to 
11,000  deadweight  tons.  Some  had  efficient  turbine  propulsion,  but 
most  had  only  simple  triple  expansion  engines.  Since  each  yard  had 
produced  its  own  standard  design  there  were  many  models,  some  of 
which  were  ugly  and  clumsy.  Although  in  many  respects  similar  to 
foreign  tramps  of  the  period  1905-14,  these  vessels  were  already 
seriously  outclassed  for  cargo-liner  service  by  the  new  products  of 
foreign  yards,  and  abroad  the  1920’s  were  to  be  a  very  fruitful 
period  in  naval  architecture  and  marine  engineering.  Undoubtedly 
severe  competitive  pressures  greatly  hastened  the  improvements 
which  were  to  come  about.  Most  significant  was  the  widespread 
adoption  of  diesel  power,  which  permitted  higher  speed  with  fuel 
economy,  and  substantially  increased  the  bale  cubic  cargo  capacity 
of  any  given  hull.  Foreign-built  cargo  liners  of  the  late  1920’s  and 
early  1930’s  were  larger,  finer  lined,  and  better  equipped  with  cargo¬ 
handling  gear  and  special  facilities  than  American  war-built  vessels. 
Their  service  speed  rose  to  about  14-16  knots,  compared  with  9-11 
knots  for  the  war-built  craft.  The  Shipping  Board  recognized  this 
diflBculty  in  1925  and  1926  by  substantially  reducing  the  price  of 
several  of  its  ships  which  were  sold  for  dieselization.  Since  Ameri¬ 
can  export  activity  was  commonly  confined  to  industries  in  which 
superior  equipment,  resources,  technology,  or  economies  of  scale 
prevailed,  this  condition  of  inferior  equipment  gave  many  shipping 
men  pause. 

Secondly,  no  adequate  means  for  the  replacement  of  the  tonnage 
was  in  sight.  The  buyer  indeed  appeared  to  be  in  the  position  of  a 
mining  firm  operating  a  10-  to  20-year  deposit.  New  construction 
at  American  cost  levels,  without  government  aid,  was  out  of  the 
question,  while  building  abroad,  though  feasible,  subjected  the 
owner  to  many  disabilities  and  failed  to  provide  any  offset  to  high 
operating  costs.  Hence  it  is  not  surprising  that  many  buyers  were 
in  serious  trouble  in  the  early  1930’s,  and  that  the  segment  of  the 
industry  which  had  stayed  aloof  and  had  continued  to  service  foreign 
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vessels  had  much  reason  for  self  congratulation  over  its  conservatism. 
Just  ahead,  however,  was  another  burst  of  shipbuilding  activity 
which  was  to  solve  all  these  problems. 

Thirdly,  the  selling  price  was  a  crucial  matter,  since  it  was  here 
that  operators  could  secure  their  primary  o£Fsets  to  high  foreign 
wage  costs.  The  policy  of  the  Board  was,  however,  uncertain.  The 
initial  prices  were  high  and  relatively  unattractive:  those  for  1921 
were  in  the  range  from  $160  to  $185  per  deadweight  ton,  less  depre¬ 
ciation.®  The  price  was  to  fall  rapidly,  however,  average  prices  for 
operation  in  the  years  1929-1933  being  between  $5.00  and  $16  per 
deadweight  ton.*®  Some  relief  was  given  to  early  purchasers.  Many 
fleet  sales  contained  commitments  to  operate  in  named  trades.  The 
Board  at  this  time  did  not  regard  its  laid-up  fleet  as  a  strategic  re¬ 
serve,  but  rather  as  a  surplus  to  be  sold  in  such  a  way  as  to  promote 
American  shipping  and  return  some  funds  to  the  Treasury.  TTius  the 
fleet  acted  as  a  weight  on  the  freight  market.  Some  ships  were  sold 
foreign  for  non-American  service,  and  beginning  in  1931  there  were 
substantial  removals  for  scrapping.  Thus  throughout  this  period 
American  operators  secured  their  ship  requirements  from  the  govern¬ 
ment  fleet. 

A  new  group  of  entrepreneurs  now  came  to  the  fore.  Many  had 
had  their  initial  experience  in  offshore  shipping  matters  while  acting 
as  general  agents  for  government  ships  in  1918,  1919,  and  1920. 
Their  origins  lay  for  the  most  part  in  the  business  of  managing  small 
vessels  in  harbors  and  coastwise,  and  in  such  auxiliary  functions  as 
agency  and  brokerage.  Few  of  the  older  houses  entered  this  busi¬ 
ness.  Perhaps  they  were  skeptical  of  the  future,  or  found  other 
opportunities  too  attractive.  The  large  financial  interests  of  the  day 
remained  aloof,  and  hence  the  newcomers,  who  were  very  short  of 
capital,  came  to  rely  heavily  on  federal  loans.  Only  25  per  cent  of 
the  purchase  price  ( 10  per  cent  for  inactive  ships  after  1927 )  was 
required  on  sale,  and  the  balance  could  be  paid  over  as  long  a 
period  as  20  years.  Thus  the  American  liner  business  began  to  as¬ 
sume  a  new  form  characterized  by  heavy  debt  held  by  government, 
often  supplemented  by  bank  loans  for  working  capital,  the  whole 
resting  on  a  very  narrow  equity.  In  contrast,  the  leading  British 
firms,  which  were  well  aware  of  the  “feast  or  famine”  tendencies  in 
the  business,  operated  with  a  heavy  predominance  of  share  capital.** 

*  Harvard  Business  School  Report,  244. 

Ibid.,  257. 

C.  S.  Duncan,  “Financial  Policy  of  British  Steamship  Companies,”  ms.,  E. 
E.  Day  Papers. 


—  112  — 


In  addition  British  companies  maintained  large  reserves  for  depre¬ 
ciation  and  sinking  fund  purposes,  and  pursued  for  the  most  part 
highly  conservative  dividend  policies.  Obviously  the  new  American 
operators  were  not  in  the  same  position  to  develop  financial  strength 
and  stability.  There  were  in  fact  many  incentives  to  seek  short-run 
profit,  rather  than  long-run  success.  Thus  American  operators  cul¬ 
tivated  to  a  high  degree  their  contacts  in  the  Washington  bureau¬ 
cracy.  They  needed  government  help,  and  to  a  considerable  degree 
the  government  needed  them.  In  this  unorthodox  fashion  was  bom 
a  new  form  of  shipping  firm,  the  chosen  instmment,  but  for  many 
years  its  shape  was  to  be  unclear. 


The  New  Shipping  Services 

By  1920  the  Shipping  Board,  then  flooded  with  new  ships,  had 
established  209  general  cargo  berths,  most  of  which  represented 
new  United  States  flag  services.  These  were  being  serviced  by  1,023 
ships  under  general  agency.  The  geographical  patterns  were  the 
product  of  war  and  postwar  needs  and  some  analysis  by  the  Board. 
In  general  the  lines  were  narrowly  defined  and  were  distributed 
among  many  agents,  so  that  no  firm  was  able  to  emerge  to  promi¬ 
nence  in  the  short  mn.  These  services  the  Board  now  hoped  to  sell. 
The  more  aggressive  operators  were  the  first  to  move,  and  in  general 
they  bought  the  more  attractive  services.  A  number  of  the  important 
lines  of  the  present  got  their  start  in  this  fashion  between  1925  and 
1929.  One  of  the  first  was  the  Dollar  Steamship  Company  which  in 
1925  bought  five  of  the  large  troopers  for  trans-Pacific  service.  With¬ 
in  a  short  time  this  company,  in  association  with  its  afiBliated  Admiral 
Oriental  Mail  Line,  had  brought  its  holdings  up  to  17  liners  at  a  cost 
of  $14  million.  The  Export  Steamship  Corporation,  the  government 
operator  from  the  North  Atlantic  range  to  the  Mediterranean,  also 
purchased  its  19  cargo  vessels  in  1925,  and  subsequently  added  a 
number  of  others.  In  1926  four  more  of  the  troopers  went  to  the 
Munson  Line  for  the  first  private  American-flag  service  to  the  East 
Coast  of  South  America  since  the  1860’s,  but  this  firm  did  not  long 
survive  the  great  depression.  The  biggest  deal  of  all  came  in  1920 
when  P.  W.  Chapman  &  Company,  an  investment  banking  house 
and  a  newcomer  to  shipping,  bought  the  11  passenger  and  cargo 
ships  of  the  United  States  Lines  for  but  $16  million.  This  was  a 
motley  fleet  consisting  of  the  obsolescent  former  German  sea  queens 
Leviathan,  ex-Vaterland,  52,282  tons  gross,  America,  Georp^e  Wash¬ 
ington,  and  Republic,  two  of  the  war-built  troopers,  and  five  small 
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war-built  vessels  of  the  American  Merchant  class.  This  purchase  was 
stimulated  by  the  prospect  of  subsidies  under  the  Act  of  1928,  but 
it  was  consummated  on  the  eve  of  the  great  depression,  and  the  fleet 
was  ill-fitted  to  compete  in  first-class  service  with  the  new  foreign 
ships.  However,  after  reorganization  with  new  management  in  1931, 
and  with  the  aid  of  two  new  liners,  the  company  became  the  premier 
chosen  instrument. 

Other  important  liner  services  which  were  created  by  the  sale  of 
government  vessels  were  the  American-South  African  Line,  now 
Farrell  Line,  the  Pacific-Argentine-Brazil  Line,  and  the  Colombian 
Line  in  1926,  the  Oceanic  &  Oriental  Line,  the  American  Scantic 
Line  (a  Baltic  service),  the  Oregon  Oriental  Line  of  the  States 
Steamship  Company,  and  the  Tacoma  Oriental  Line  in  1928,  and  the 
American  West  African,  Gulf-Brazil-River  Plate,  and  American 
Palmetto  Lines  in  1929.  After  1929  sales  were  more  difficult,  but 
several  important  services  were  sold.  These  were  the  Tampa  Inter¬ 
ocean  Line  in  1930,  the  Baltimore  Mail  Line  in  1931,  and  the  Lykes 
Brothers  services  in  1933.  The  latter  absorbed  the  American  Gulf 
Orient,  Southern  States,  Dixie-U.K.,  and  Dixie-Mediterranean 
Lines,  a  total  of  52  ships  at  $5.00  per  deadweight  ton.  This  big  Gulf 
operator  now  had  one  of  the  most  diversified  operations  in  the 
American  merchant  marine.  The  Baltimore  Mail  unfortunately  did 
not  survive  the  big  reorganization  of  the  Shipping  Board  in  1935. 

However,  many  services  continued  to  be  operated  for  the  govern¬ 
ment,  first  under  agency,  and  then  under  bareboat  charter.^^  As 
late  as  1937  there  were  seven  of  these.*  ^  Indeed,  but  for  the  lure  of 
subsidies,  many  of  the  services  would  have  remained  in  this  status, 
which  in  many  ways  was  attractive  to  shipping  men  since  no  onerous 
financial  commitments  of  a  long-term  character  were  involved.  Not 
until  1939  was  the  last  government  service,  the  American-Pioneer 
Line  to  India  and  the  Far  East,  to  be  sold  to  the  United  States 
Lines. 

Subsidies  were  to  play  a  large  role  in  the  molding  of  American 
shipping  after  1928.  Under  the  Act  of  1920  small  payments, 
aggregating  some  $5  million,  had  been  made  to  seven  of  the  opera¬ 
tors,  but  this  sum  was  seriously  inadequate  to  promote  long-term 
growth.  More  important  was  the  Merchant  Marine  Act  of  1928,** 

'*  Briefly,  a  bareboat  charter  is  the  rental  of  a  bare  hull  without  crew, 
equipment,  or  stores  to  an  operator,  who  assumes  the  responsibility  of  returning 
the  vessel  in  like  condition,  less  ordinary  wear  and  tear. 

**  U.  S.  Maritime  Commission,  Economic  Survey  of  the  American  Merchant 
Marine  (Washington,  1937),  33. 

“  45  Stat.  689,  ch.  675. 
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which  provided  for  mail  subsidies,  to  be  paid  by  the  Post  Office,  for 
service  on  essential  routes.  Its  objectives  were  to  stimulate  the  sale 
of  lines,  in  which  it  was  quite  successful,  and  to  promote  ship  replace¬ 
ment,  in  which  it  was  something  of  a  failure.  The  pay  was  high, 
ranging  from  $1.50  to  $12  per  nautical  mile  of  outward  voyage, 
depending  on  speed  and  size.  Recipients  were  obligated  to  build  a 
specified  number  of  ships  of  stated  characteristics  in  American  yards. 
The  latter  were  hungry  for  business,  since  from  1922  to  1928  not  a 
single  vessel  had  been  built  in  the  United  States  for  transoceanic 
trade,  although  1,556  ships  had  been  built  abroad.*®  All  told,  it  has 
been  estimated  that  40  ships  were  built  and  some  40  more  recon¬ 
structed  as  a  result  of  this  law.  Since  the  subsidy  formula  was  es¬ 
pecially  favorable  to  large  liners,  most  of  the  construction  was  in 
this  class.  Among  the  notable  ships  created  by  this  Act  were  the 
United  States  Lines’  Manhattan  and  Washington,  the  Matson  Line’s 
Mariposa,  Monterey,  and  Lurline,  and  the  “Four  Aces”  of  the  Ameri¬ 
can  Export  Line.  Once  again  the  government  provided  liberal 
financing. 

It  may  be  concluded,  however,  that  the  Act  of  1928  did  little  more 
than  preserve  the  new  operators,  and  their  ships,  for  the  crucial 
times  a  decade  hence.  'The  operators  were  to  a  large  degree  unable 
to  carry  out  their  building  obligations.  As  late  as  1934,  220  out  of 
282  subsidized  ships  were  of  war  origin  —  a  matter  of  occasional 
amusement  to  unfriendly  parties.  By  1936  the  industry  was  in  des¬ 
perate  financial  condition.  The  Dollar  and  Munson  Lines  had  com¬ 
pletely  collapsed.  In  the  case  of  the  former  the  new  Maritime  Com¬ 
mission  took  over  the  controlling  stock  interest  which  had  been 
pledged  as  collateral  for  loans,  thus  providing  the  basis  for  a  famous 
lawsuit.  Worse  still,  the  investigations  of  a  Senate  Committee 
headed  by  Senator  Black  revealed  many  defects  in  management. 
The  abuses  most  in  evidence  were  high  salaries,  unethical  relation¬ 
ships  in  Washington,  improper  arrangements  with  subsidiaries 
performing  auxiliary  functions,  and  waste  or  misuse  of  reserve  funds. 
The  great  depression  on  the  ocean  trade  routes  in  the  early  1930’s, 
incident  to  the  collapse  of  currencies,  banking  systems,  and  trade 
the  world  around,  undoubtedly  had  much  to  do  with  bringing  about 
this  bad  situation,  but  it  should  also  be  noted  that  the  structure  of 
American  shipping  was  faulty  to  a  high  degree.  In  particular,  the 
companies  were  too  small,  had  too  little  in  the  way  of  long-run 
prospects,  and  were  very  inadequately  financed. 

'^Merchant  Marine  Study  and  InvestigatUm,  108. 
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The  Merchant  Marine  Act  of  1936  and  World  War  II 


American  shipping  underwent  a  fundamental  reorganization  under 
the  Merchant  Marine  Act  of  1936.**  This  measure  was  motivated 
primarily  by  concern  over  the  poor  financial  state  of  the  shipping 
hnes,  and  over  deterioration  of  the  cargo  ship  fleet,  then  far  ad¬ 
vanced.  Perhaps  there  were  also  faint  glimpses  of  the  extraordinary 
logistic  requirements  so  soon  tc  come  upon  the  industry.  The  climate 
of  opinion  was  clearly  getting  more  favorable  toward  public  ex¬ 
penditures  on  new  merchant  ships  as  a  part  of  the  rising  interest  in 
defense.  This  Act  was  of  marked  importance  because  it  ( 1 )  initiated 
a  cargo  ship  construction  program  which  was  to  grow  and  grow 
until  it  surpassed  anything  previously  known  in  any  nation,  and  (2) 
recognized  in  law  what  the  shipping  industry  had  been  in  fact  —  a 
business  having  a  special  public  interest  which  justified  both  aid 
and  close  regulation  on  a  public  utility  basis. 

This  measure  was  the  first  in  American  history  to  tackle  on  a 
workable  basis  the  establishment  of  well-organized  and  suitably 
equipped  cargo  liner  service  on  the  major  traffic  routes  of  United 
States  foreign  trade.  Aided  by  the  strong  winds  of  reviving  traffic 
incident  to  business  recovery  and  world-wide  preparation  for  war, 
the  measure  must  now  be  regarded  as  having  been  a  substantial 
success.  It  had  three  important  aspects.  First,  the  assistance  to 
shipbuilding,  previously  paid  indirectly  through  the  shipowner, 
was  now  to  be  paid  directly  by  the  new  Maritime  Commission,  which 
would  deliver  a  new  ship  to  the  owner  at  the  world  price,  subject 
to  a  maximum  limitation  on  the  subsidy  of  50  per  cent  of  the  domestic 
cost.  This  provision  reduced  appreciably  the  problems  of  the  oper¬ 
ators  in  arranging  for  new  tonnage.  More  important,  it  facilitated 
the  development  of  the  Maritime  Commission’s  standard  designs  for 
cargo  ships,  the  Cl,  C2,  C3,  and  C4  models,  which  now  characterize 
American  cargo  liner  service  much  as  standard  automobile  designs 
do  the  highways.  Some  appreciable  economies  in  construction  were 
doubtless  also  achieved.  Secondly,  the  system  of  chosen  instruments 
was  reconstructed  with  the  aid  of  a  more  rational  system  of  operating 
subsidies.  There  had  been  31  mail  contractors  under  the  older  act, 
but  by  1937  this  figure  had  been  reduced  to  17,  and  further  consoli¬ 
dations  and  eliminations  were  in  process.*^  At  that  time  these 
firms,  plus  the  Dollar  and  Munson  Lines,  which  were  in  process  of 
reorganization,  were  operating  173  ships  totaling  1,250,000  gross 

”  49  Stat.  1985,  ch.  858. 

U.  S.  Maritime  Commission,  Economic  Survey,  28. 

—  116  — 


tons.  Thirdly,  the  law  subjected  the  industry  to  a  degree  of  control 
unprecedented  in  peacetime,  involving  among  other  things  salary 
limitation,  strict  control  of  affiliates,  and  supervision  of  reserve  funds. 
Thus  those  operators  who  survived  the  depression  and  reorganization 
eventually  secured  recognition  of  their  position  and  the  certainty 
of  a  reasonably  long  business  life. 

llu-oughout  this  long  period  competitive  conditions  had  been  of 
the  severest  kind.  Until  the  eve  of  World  War  II  rates  remained  at 
unsatisfactory  levels  for  foreign  as  well  as  American  operators. 
Laid-up  fleets,  ballast  voyages,  and  rationalization  schemes  the 
world  around,  were  telltale  evidences  of  a  serious  state  of  over¬ 
supply.  In  Germany,  Italy,  and  Japan  for  a  short  period  beginning 
in  1932  subsidies  were  given  for  scrapping  as  well  as  for  new  con¬ 
struction.**  Most  maritime  powers,  whether  high-cost  or  low-cost, 
were  giving  some  form  of  aid  to  the  maritime  industries.  Each, 
however,  found  great  difficulty  in  forcing  more  vessels  on  a  slack 
freight  market.  The  difficulties  of  American  shipping  were  greatly 
accentuated  by  this  abnormal  situation. 

The  great  events  of  World  War  II  were  now  to  create  a  disturb¬ 
ance  in  shipping  far  greater  than  that  of  World  War  1.  Just  as  a 
great  storm  is  often  heralded  by  a  heavy  swell,  the  coming  of  the 
war  was  foreshadowed  by  rising  freight  rates  and  increasing  build¬ 
ing  programs.  The  Commission’s  building  program,  at  first  a  modest 
50  vessels,  rose  steadily,  and  with  the  introduction  of  the  liberty 
ship  in  1940  took  on  a  clearly  logistic  character.  The  war  in  Europe 
in  1939  and  1940  also  provided  opportunities  to  dispose  of  obsolete 
ships  at  attractive  prices.  After  the  entry  of  the  United  States  into 
the  war,  demands  for  space  mounted  rapidly.  Between  1941  and 
1945  water-borne  dry-cargo  exports  more  than  doubled,  rising  from 
25.7  million  tons  to  57.5  million  tons,  and  reaching  a  peak  in  May, 
1945,  at  an  annual  rate  of  82  million  tons.**  At  this  point  it  appeared 
that  shipping  availability  was  pressing  on  both  port  capacity  and 
cargo  supply.  Because  of  the  heavy  movements  to  new  and  distant 
places,  convoy  delays,  roundabout  routing,  and  slow  turnaround 
in  ports,  the  number  of  ships  had  to  be  increased  in  much  greater 
proportion.  The  total  construction  for  the  petiod  1939-45  amounted 
to  5,777  vessels  totaling  56.3  million  deadweight  tons.^*  The  extra- 

“  J.  E.  Saugstad,  Commercial  and  State-Aided  Ship  Scrapping  (Washington, 
1933),  1»-21. 

“  W.  S.  A.  Shipping  Summary,  July,  1945,  72-73. 

**  Gerald  J.  Fischer,  A  Statistical  Summary  of  Shipbuilding  under  the  United 
States  Maritime  Commission  during  World  War  II,  Historical  Reports  of  War 
Administration,  U.S.M.C.  2  (Washington,  1949),  41-43. 
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ordinary  elasticity  of  American  shipbuilding  was  illustrated  by  the 
fact  that  from  1  September  1939  to  1  June  1945,  the  United  States 
had  produced  80  per  cent  of  the  50  million  tons  of  dry-cargo  carriers 
built  in  the  yards  of  the  United  Nations,  thus  reversing  normal  peace¬ 
time  relations.^^  Predominance  in  shipping  passed  from  the  hands 
of  the  British,  who  had  controlled  55  per  cent  of  the  combined  ton¬ 
nage  in  early  1943  as  against  36  per  cent  for  the  United  States,  to 
those  of  the  latter,  the  proportions  being  almost  exactly  reversed  by 
mid-1945.  Included  in  the  American  construction  were  521  high- 
quality  ships  of  standard  design  totaling  5.2  million  deadweight 
tons,  414  fast,  turbine-driven  “Victories”  amounting  to  5.2  million 
deadweight  tons,  and  11.4  million  deadweight  tons  of  tankers,  most 
of  which  were  of  the  T2  turbo-electric  design.  These  ships  were  to 
influence  markedly  the  balance  of  economic  power  at  sea  in  the  post¬ 
war  years. 

The  war  impinged  on  the  operators  in  many  important  ways.  First, 
many  ships,  including  such  crack  liners  as  the  Manhattan  and  Wash¬ 
ington,  were  taken  up  for  military  service.  While  this  action  was 
welcome  at  the  time  because  of  the  collapse  of  normal  passenger 
service,  the  large-scale  conversions  and  hard  usage  received  by  these 
ships  during  the  war  made  inadvisable  the  later  restoration  of  some 
of  them  to  passenger  service.  The  American  merchant  marine,  which 
had  been  long  on  such  vessels  before  hostilities,  was  very  short 
afterward.  Secondly,  shortly  after  the  creation  of  the  War  Shipping 
Administration  on  7  February  1942,  that  agency  took  all  remaining 
merchant  ships  under  bareboat  charter,  and  assumed  full  responsi¬ 
bility  for  their  employment.  These  and  all  new  vessels  were  allocated 
to  general  agents  for  husbanding  purposes.  Initially  there  was  heavy 
reliance  on  the  established  lines,  both  coastwise  and  foreign,  for 
this  purpose;  but  as  these  houses  became  overloaded  with  ships, 
recourse  was  had  to  other  firms,  many  of  which  had  never  operated 
ships  in  the  deep-sea  trades.  Thus  the  operators  were  relieved  from 
immediate  financial  worries,  and  in  addition  were  able  to  earn  sub¬ 
stantial  fees  and  develop  large  organizations  at  home  and  abroad. 
Except  for  the  coastwise  lines,  whose  traffic  came  entirely  under  the 
control  of  the  railroads  and  motor  carriers,  the  business  boomed  in 
its  new  environment. 

The  Second  Postwar  Era 

Although  in  some  respects  similar  to  the  period  1919-27  in  Ameri¬ 
can  shipping,  in  other  respects  the  eight  years  since  1945  have  been 
**  W.  S.  A.  Shipping  Summary,  July,  1945,  p.  1. 
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strikingly  different.  With  respect  to  the  similarities  there  are  the 
same  surplus  war-built  fleet,  the  same  struggle  of  the  world’s  low- 
cost  carriers  to  re-establish  their  position,  and  the  same  problems  of 
foreign  exchange.  But  these  difficulties  have  not  weighed  so  heavily 
in  the  balance  as  formerly.  Of  major  importance  has  been  the 
absence  of  any  deep  recession  in  international  trade.  There  also  have 
been  many  other  important  sustaining  factors.  First,  with  over  60 
per  cent  of  the  world’s  tonnage  in  American  hands  at  the  close  of 
the  war,  freight  rates  necessarily  remained  close  to  American  cost 
levels  for  almost  five  years.  Secondly,  the  foreign  aid  program  of 
the  United  States  contained  provisions  which  secured  a  large  pro¬ 
tected  freight  market  for  American  operators  of  both  liners  and 
tramps.  Thirdly,  the  strong  demand  for  ship  space  to  support  United 
States  forces  abroad,  especially  after  the  outbreak  of  the  Korean 
War,  absorbed  many  vessels  which  would  otherwise  have  had  a 
depressing  effect  on  the  freight  market.  Fourthly,  the  government 
now  pursued  a  rational  shipping  policy  which  in  broad  outline  clearly 
recognized  the  logistic  importance  of  shipping  and  suitable  provision 
for  the  support  of  the  industry  on  a  scale  commensurate  with  its 
importance  as  seen  in  this  light.  'The  three  major  facets  of  this 
policy  were  ship  disposal,  the  establishment  of  the  Reserve  Fleet, 
and  subsidy  administration. 

Fundamental  in  the  postwar  development  of  private  shipping  was 
the  Merchant  Ship  Sales  Act  of  1946,^2  under  which  the  American 
merchant  marine  was  re-equipped.  Following  closely  the  recommen¬ 
dations  of  the  Graduate  School  of  Business  Administration  at  Har¬ 
vard,^*  the  act  provided  for  the  rapid  sale  of  ships  at  fixed  prices 
within  a  limited  period,  for  the  fulfillment  of  obligations  to  Allied 
powers  with  respect  to  assistance  in  the  re-establishment  of  their 
war-shattered  fleets,  and  for  the  creation  of  a  reserve  fleet.  In  brief 
the  price  formula  called  for  50  per  cent  of  the  prewar  domestic  cost 
for  each  class  of  ship  (87.5  per  cent  for  tankers)  adjusted  for  de¬ 
preciation,  including  a  special  rate  for  war  service,  allowances  for 
restoration  to  standard  condition,  and  charges  for  special  features, 
the  whole  being  subject  to  a  floor  price  of  35  per  cent  of  domestic 
war  cost  (31)*  per  cent  fOr  liberties;  50  per  cent  for  tankers 
Citizens  were  to  have  priority.  'The  customary  liberal  terms  with 
respect  to  financing  were  included.  'The  formula  was  based  on  con- 

“eOStat.  41,  ch.  282. 

"  Harvard  Business  School  Report,  1-3. 

**  For  a  commentary  see  John  G.  B.  Hutchins,  "United  States  Merchant 
Marine  Policy  and  Surplus  Ships,”  Journal  of  Political  Economy,  Vol.  59  (1951), 
117. 
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struction  cost,  not  on  commercial  suitability,  and  hence  the  various 
classes  sold  at  different  rates.  Since  the  strong  freight  market 
lasted  much  longer  than  after  1920,  there  proved  to  be  an  active 
demand  throughout  the  selling  period,  which  terminated  on  15 
January  1951. 

The  American  shipping  industry  bought  heavily.  The  fleets  of  the 
off-shore  liner  companies  were  almost  entirely  renewed  with  high 
quality  tonnage,  mainly  C2  s  and  C3’s.  Even  lines  not  having  the 
status  of  chosen  instrument,  such  as  Waterman  and  Isthmian,  bought 
many  vessels.  The  former  bought  45  C2’s  at  a  cost  of  $45  million. 
A  number  of  “liberties”  were  also  sold  for  tramping  under  the  Ameri¬ 
can  flag,  but  most  of  the  foreign  purchases  were  in  this  group.  The 
class  of  liberty  colliers  went  “out  the  window”  for  use  in  the  New 
England  coal  trade.  The  tankers,  which  many  feared  would  be  a 
drug  on  the  market,  also  went  well.  Only  the  coastwise  general 
cargo  operators  held  back.  All  told,  1,956  vessels,  of  which  843  went 
to  American  flag  operators  and  1,113  to  foreigners,  were  sold  for 
$1.7  billion.2“ 

As  after  World  War  I,  bareboat  chartering  of  federal  tonnage  was 
active  to  about  1951.  In  this  fashion  operators  were  able  to  handle 
demands  which  were  evidently  temporary,  and  were  also  able  to 
take  time  to  assess  the  situation.  Among  those  firms  which  made 
extensive  use  of  this  method  were  the  intercoastal  lines,  the  Atlantic 
passenger  carriers,  and  some  of  the  new  American  tramping  houses. 
With  the  downward  movement  of  rates  in  1949  this  activity 
dwindled,  but  it  picked  up  rapidly  after  the  beginning  of  the  Korean 
War,  there  being  212  ships  so  employed  on  30  June  1951.  After 
1950  such  charters  could  be  made  only  on  certification  by  the  new 
Maritime  Board  that  private  tonnage  was  not  available  at  reasonable 
rates.  In  1948  the  authorities  had  announced  the  policy  of  allocating 
vessels  under  charter  in  proportion  to  the  number  of  American  ships 
owned,  and  of  disqualifying  foreigners.  They  were  occasionally 
criticized  by  the  tramp  shipowners  of  spoiling  their  freight  market. 
All  told,  chartering  did  not  play  nearly  so  large  a  role  as  formerly, 
and  has  not  apparently  incubated  much  new  enterprise. 

The  reserve  fleet  has  played  a  much  more  active  role  than  in  the 
interwar  period.  Originally  intended  as  a  strategic  reserve  and  as 
an  economic  stabilizer,  it  proved  its  value  on  the  outbreak  of  war 
in  Korea.  Following  the  appearance  of  new  demands  for  ship  space 
at  that  time,  the  Maritime  Administration  in  March,  1951,  established 
within  itself  the  National  Shipping  Authority  as  a  ship  management 
■  Federal  Maritime  Board-Maritime  Administration,  Annual  Report,  1951,  45. 
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agency  similar  to  the  earlier  War  Shipping  Administration.  To  meet 
demands  for  space  to  move  cargoes  of  public  interest,  this  organiza¬ 
tion  broke  vessels  out  of  lay-up  and  assigned  them  to  general  agents 
for  operation.  By  June,  1951,  there  were  41  such  agencies  handhng 
190  ships,^®  and  by  March,  1952,  there  were  48  firms  and  541  vessels. 
This  system,  which  has  replaced  bareboating,  has  so  far  proved  to 
be  a  good  device  with  which  to  meet  the  rapidly  changing  demands 
resulting  from  world  political  instability.  The  National  Shipping 
Authority  has  thus  become  a  supplier  of  tonnage  of  last  resort,  not 
only  to  the  American  merchant  marine  but  also  to  the  free  world. 
In  reserve  in  June,  1952,  lay  1,853  ships,  mostly  “liberties.”  Under 
modem  conditions  this  fleet,  so  long  as  it  lasts,  will  provide  both  a 
measure  of  military  security  and  protection  against  high  rates,  vessel 
shortages,  and  disturbance  of  service. 

The  postwar  period  has  also  seen  the  re-establishment  of  sub¬ 
sidized  cargo-liner  service  with  the  former  chosen  instruments. 
Contracts  with  10  of  the  lines  began  on  1  January  1947,  and  by  30 
June  1952  there  were  13  chosen  instmments  which  in  the  preceding 
fiscal  year  had  made  1,346  subsidized  voyages.^^  These  firms  were 
no  longer  the  weaklings  of  earlier  years.  During  the  10  years  ending 
in  1950  the  American  merchant  marine  had,  on  die  whole,  earned  the 
highest  profits  in  recent  times,  paid  the  most  taxes,  and  also  increased 
its  net  worth  fivefold.^*  The  net  worth  of  the  12  subsidized  lines  had 
increased,  between  1938  and  1948,  from  $60  to  $365  million.  Retained 
operating  subsidies  for  this  decade  totaled  $35  million,  and  income 
and  excess  profits  taxes  $89  million.  About  $72  million  of  the  increase 
in  net  worth  came  from  capital  gains  on  vessels  sold,  lost,  or  re¬ 
quisitioned  for  title.  The  total  annual  subsidy  cost  to  the  government, 
excluding  recapture,  which  had  been  between  $11  and  $13  million 
just  before  the  war  rose  to  $54  million  in  1951.  To  summarize,  the 
government,  in  contrast  to  the  situation  in  the  1920’s,  has  had  both 
the  will  and  the  instrumentalities  to  develop  its  chosen  instrument 
policy. 

With  respect  to  bulk  cargo  movements  the  situation  has  also  been 
strikingly  different.  After  the  first  war  American-flag  tramping  soon 
disappeared,  but  the  same  has  not  been  true  of  the  recent  period,  in 
which  these  vessels  have  been  seen  in  many  ports  carrying  grain, 
coal,  and  other  bulk  cargoes.  The  difference  is  to  be  explained  by 
the  extraordinary  importance  of  government-financed  cargo  moving 

•  Ibid.,  1951,  p.  16;  1952,  p.  7. 

"  Ibid.,  1952,  p.  16. 

Merchant  Marine  Study  and  Investigation,  18-19. 
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in  the  postwar  era.  Indeed  some  64  per  cent  of  the  tonnage  of  United 
States  exports  loaded  on  private  ships  in  1949  was  paid  for  by 
government  grant.^  Extending  a  precedent  set  with  respect  to  a 
few  earlier  relief  movements.  Congress  in  the  Foreign  Assistance  Act 
of  1948  established  the  principle  that  50  per  cent  of  such  cargoes 
should  go  in  United  States-flag  ships  to  the  extent  that  such  vessels 
were  available  at  market  rates.  The  same  policy  has  since  been  ex¬ 
tended  to  other  programs.  This  business  has  therefore  provided  a 
large  protected  market  for  the  owners  of  American  “liberties”  and 
other  types  suitable  for  tramping.  However,  as  the  revival  of  foreign 
shipping  pressed  on  the  market,  charter  rates  fell  beginning  about 
1949,  and  accordingly  about  1950  an  argument  developed  as  to  the 
meaning  of  the  qualification  in  the  legislation.  This  was  ultimately 
interpreted  to  mean  a  rate  level  stated  to  be  reasonable  by  the  Mari¬ 
time  Board.  Thus  there  developed  a  dual  system  consisting  of  free 
market  and  Maritime-approved  rates.  This  policy  came  under  severe 
attack  in  1950  from  partisans  of  a  more  liberal  economic  policy,*® 
who  pointed  out  that  it  was  a  concealed  and  capricious  subsidy  not 
subject  to  effective  administration  and  that  it  was  a  standing  incite¬ 
ment  to  retaliation.  This  dual  system  had  seriously  upset  normal 
relations  in  the  balance  of  payments  in  that  in  1949  $1  billion  out  of 
$16  billion  paid  to  the  United  States  by  foreign  nations  was  for 
shipping  and  related  services,  and  on  shipping  account  alone  the 
United  States  had  a  favorable  balance  of  some  half  a  billion  dollars. 
Indeed,  since  the  United  States  had  been  vigorously  engaged  in 
promoting  the  restoration  of  foreign  merchant  fleets  by  means  of  the 
sale  of  ships  and  economic  assistance  payments,  the  policy  put  the 
government  in  the  peculiar  position  of  promoting  both  foreign  and 
national  shipping  simultaneously.  Since  American  tramping,  which 
in  1950  was  carrying  about  a  quarter  of  tramp  exports  compared  with 
2  per  cent  prewar,  was  erected  on  the  shifting  sands  of  foreign  policy, 
it  must  still  be  regarded  as  highly  speculative. 

The  Coastwise  Business 

So  far  we  have  considered  exclusively  the  development  of  Ameri¬ 
can  shipping  in  the  foreign  trade.  The  history  of  the  once-mighty 
coastwise  and  intercoastal  business  is,  however,  much  less  satisfacto¬ 
ry.  This  branch  of  American  shipping  has  been  completely  protected 

•Ihid.,  10-11. 

"  The  focal  point  of  the  attack  was  the  report  prepared  for  the  President  by 
Cordon  Cray,  formerly  Secretary  of  the  Army.  See  the  summary  in  Traffic 
World,  18  Nov.  1950. 
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from  foreign  competition  since  the  early  days  of  the  republic,  but 
it  also  had  little  government  assistance.  Many  had  hoped  that  the 
completion  of  the  Panama  Canal  in  1914,  and  the  bans  and  controls 
on  railroad  interference  would  lead  to  a  new  era  of  /ogress  fol¬ 
lowing  World  War  I,  but  these  hopes  were  to  be  disappointed. 

Coastwise  shipping  developed  vigorously  immediately  after  World 
War  I.  Many  firms  bought  w'ar-built  freighters  for  their  fleets.  In 
the  intercoastal  trade,  in  which  by  1922  there  were  16  lines  operating 
about  150  ships,  there  was  intense  competition.  This  was  only  pre¬ 
vented  from  becoming  cutthroat  by  the  organization  of  the  Inter*- 
coastal  Conference,  which  was  to  have  an  uneasy  career  thereafter. 
The  short-haul  passenger  business  on  the  Atlantic  coast,  for  which 
several  specialized  vessels  were  built,  also  showed  some  vitality. 
In  general,  however,  coastwise  and  intercoastal  cargo  business,  both 
liner  and  tramp,  was  only  just  able  to  make  ends  meet  on  the  basis 
of  cheaply  purchased  war-built  tonnage.  Accordingly,  the  essential 
conditions  for  vessel  renewal  and  for  expansion  did  not  exist. 

In  the  late  1920’s,  however,  there  commenced  a  basic  revolution 
in  the  relationship  of  ocean-bome  water  transport  on  the  one  hand 
and  rail  and  motor  transport  on  the  other,  resulting  in  the  marked 
enhancement  of  the  latter  in  the  area  of  general  cargo  service.  Over 
all,  including  inland  and  Great  Lakes  shipping,  it  appears  that  water 
transportation  held  its  own  against  the  railroads  between  1920  and 
1940,'*  ‘  but  the  figures  conceal  an  important  shift  to  bulk  cargo 
movements,  many  of  which  were  not  directly  competitive  with  over¬ 
land  services.  General  common  carrier  service  on  hauls  of  short  and 
medium  length  became  especially  vulnerable  to  motor  service, 
which  as  new  highways  became  available  was  faster,  more  frequent, 
and  more  convenient.  Thus  between  1927  and  1940  the  Atlantic- 
Gulf  carriers  were  able  to  increase  their  tonnage  only  2  per  cent, 
and  the  Pacific  Coast  service  between  San  Francisco  and  Los  Angeles 
was  almost  completely  abandoned.®^  Improved  rail  service  and  ex¬ 
tensive  grants  of  relief  from  the  long-  and  short-haul  clause  of  the 
Interstate  Commerce  Act  were  also  factors  in  the  loss  of  coastwise 
traffic.  On  the  eve  of  World  War  II  the  intercoastal  operation  was 
by  far  the  largest  part  of  the  total  coastwise  business,  amounting  to 
1.6  million  deadweight  tons,  compared  with  but  .5  million  dead¬ 
weight  tons  on  the  Atlantic  coast,  and  .1  million  deadweight  tons  on 

"  C.  S.  Morgan,  Problems  in  the  Regulation  of  Domestic  Transportation  by 
Water  (Washington,  Interstate  Commerce  Commission,  1946,  to  accompany  ex 
parte  165),  239^1. 

**  Ibid.,  252. 
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the  Pacific  Coast.’^  The  intercoastal  trade  was,  however,  unprofitable 
because  it  was  overtonnaged  as  a  result  of  buyers  of  war-built 
craft  having  sought  shelter  from  foreign  competition.  Between  1935 
and  1938  the  operating  ratios  ranged  between  99.7  and  108.8  per 
cent.^^  In  1938  for  every  ton  carried  between  the  two  coasts,  revenues 
were  $9.30  and  operating  expenses  $10.23.  The  government,  in  the 
Inter-Coastal  Shipping  Act  of  1933,’“  moved  to  require  the  filing  and 
observance  of  rates,  and  by  additional  legislation  in  1938  was  in  a 
position  to  prescribe  minimum  rates.  In  1940,  under  the  Transporta¬ 
tion  Act  of  that  year,  control  of  domestic  shipping  passed  from  the 
Maritime  Commission  to  the  Interstate  Commerce  Commission; 
thereafter  certificates  of  public  convenience  and  necessity  were  re¬ 
quired  of  common  carriers,  and  permits  were  required  of  contract 
carriers.  However,  although  rates  and  service  thus  came  under  some 
control,  government  policy  failed  to  deal  with  the  basic  di£Bculties 
of  the  industry. 

Early  in  1942  the  ocean-going  ships  of  the  coastwise  operators 
were  taken  over  by  the  War  Shipping  Administration  for  war  serv¬ 
ice,  and  the  business  was  suspended.  The  operators,  while  busy  with 
war  duties,  were  unable  to  maintain  their  traffic  contacts,  with  the 
result  that  much  of  the  heavy  war  and  postwar  industrial  expansion 
became  rail-  and  motor-oriented.  Beginning  in  late  1945,  the  War 
Shipping  Administration  made  available  55  ships  to  12  intercoastal 
lines  to  enable  them  to  re-establish  service.  Since  these  carriers 
could  not  then  see  their  way  clear  to  charter  the  ships,  the  operation 
was  initially  conducted  on  an  agency  basis,  under  which  substantial 
losses  were  incurred.  In  mid-1947  this  service  was  withdrawn  and 
vessels  were  made  available  to  the  operators  on  a  charter  basis, 
which  they  then  accepted.  Operations  proved,  however,  to  be  mar¬ 
ginal.  A  tabulation  of  39  voyages  by  victory-class  ships  showed 
average  revenue  of  $278,500,  average  voyage  and  vessel  expense  of 
$257,000,  and  average  voyage  profit  before  charter  hire  and  overhead 
of  $21,500.  Charter  hire  at  the  basic  rate  of  8Ji  per  cent  of  the  unad¬ 
justed  statutory  sales  price  was  $16,500,  leaving  but  a  slim  $5,000 
for  traffic  and  general  expenses,  interest  on  working  capital,  and 
profit.’*  Most  of  the  carriers  ultimately  purchased  their  ships  in 
1950,  as  the  deadline  under  the  Merchant  Ship  Sales  Act  approached. 

“  Ihid.,  13. 

**  J.  A.  Stumpf,  A  Report  on  Intercoastal  Shipping  Problems,  with  Special 
Reference  to  the  San  Francisco  Bay  Area  (San  Francisco,  San  Francisco  Bay 
Ports  Commission,  19S3),  37. 

“  47  Stat.  1425,  ch.  199. 

**  Merchant  Marine  Study  and  Investigation,  344. 
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The  intercoastal  business  lacks  vigor,  however.  At  San  Francisco 
net  tonnage  originated  and  terminated  in  the  period  1950-52 
amounted  to  but  1.2  million,  compared  with  a  1934-38  average  of 
2.2  million.  In  March,  1953,  the  half -century-old  American-Hawaiian 
Steamship  Company,  which  had  long  been  exclusively  in  the  inter¬ 
coastal  trade,  announced  the  abandonment  of  its  service.  Most  of 
the  short-haul  services  had  also  disappeared  by  this  time.  The  col¬ 
lapse  of  coastwise  shipping  was  almost  complete. 

The  basic  difficulty  in  most  cases  was  that  steamship  costs  had 
risen  far  more  than  rail  and  motor  costs.  In  some  cases  cargo  hand¬ 
ling  costs  alone  exceeded  feasible  rates.  It  was  pointed  out  that  on 
the  Pacific  Coast  an  80  per  cent  increase  in  rail  rates  would  be  re¬ 
quired  to  restore  water  service,  and  that  this  was  not  possible  because 
of  the  pressure  of  private  and  commercial  trucking  activity.®^  There 
was  much  criticism  of  low  port-to-port  rail  rates,  some  of  which 
included  fourth  section  departures.  The  fundamental  fact,  however, 
was  that  the  motor  carrier,  and  especially  the  privately  owned  truck, 
had  emerged  as  the  prime  source  of  competitive  pressure  in  the 
carriage  of  general  commodities.  In  meeting  this  competition,  ocean¬ 
going  ships,  even  when  bought  from  government  surplus  at  low 
prices,  were  at  a  great  disadvantge.  Thus  the  distress  of  this  segment 
of  the  American  merchant  marine  has  been  as  great  as  the  prosperity 
of  the  foreign  trade  lines. 


Conclusions 

Certain  conclusions  appear  inevitable.  First,  since  fundamental 
economic  relations  have  in  no  way  changed,  the  prosperity  of  the 
oflFshore  segment  of  the  business  is  to  be  attributed  primarily  to 
substantial  public  aid,  in  the  form  of  subsidies  to  the  chosen  instru¬ 
ments,  and  of  a  concealed  subsidy  for  tramps.  The  latter  aid  is  by  its 
nature  dwindling,  and  the  future  of  this  business  looks  dark.  The 
entire  policy  is  based  on  the  concept  of  the  United  States  as  the 
center  of  resistance  of  the  free  world  to  communism.  In  such  a  plan 
the  existence  of  a  substantial  fleet  in  service,  backed  by  vessels  in 
reserve,  is  of  the  highest  importance.  Hence  maritime  autarchy  has 
entirely  replaced  economic  liberalism  as  a  basis  of  policy. 

Secondly,  so  far  as  cargo-liner  service  is  concerned,  it  has  taken 
the  government  some  three  decades  to  work  out  a  system  of  pro¬ 
motion  and  control  of  chosen  instruments  adapted  to  the  new 

All  Rail  Ck)mniodity  Rates  between  California,  Oregon,  and  Washington, 
268  ICC  519  (1947). 
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political,  military,  and  economic  position  of  the  United  States.  Like¬ 
wise  it  has  taken  the  new  shipping  firms  an  equal  length  of  time  to 
adapt  themselves  to  their  new  role  and  to  find  an  economic  pattern 
of  operation  and  a  workable  relationship  with  Washington.  Current 
controversies  over  subsidies  indicate  that  these  problems  are  not 
fully  solved.  In  contrast  with  the  cargo-liners,  the  bulk  cargo  oper¬ 
ators  have  yet  to  devise  a  modus  vivendi.  The  entire  structure  wiU 
meet  searching  tests  some  10  years  hence  when  the  entire  fleet  will 
be  overage  and  foreign  shipping  will  have  recovered  its  strength. 
Should  world  tensions  then  be  less  than  now,  reappraisal  of  public 
policy  may  occur. 

Thirdly,  the  coastwise  shipping  business  has  been  a  forlorn  orphan 
for  over  two  decades,  and  never  more  so  than  today.  This  historically 
strange  situation  may  be  attributed  to  :  ( 1 )  the  failure  of  this  branch 
of  shipping  to  achieve  state  subsidies  and  other  aids  comparable  to 
those  given  to  operators  in  the  foreign  trade;  ( 2 )  basic  technological 
advances  in  transportation  which  have  been  adverse  to  shipping  as 
against  rail  and  motor  service;  (3)  regulatory  concepts  and  deci¬ 
sions  of  the  Interstate  Commerce  Commission  which  have  resulted 
in  the  water  carriers  being  caught  in  a  vise  between  rail  and  motor 
rate  ceilings  and  sharply  increased  costs.  The  failure  to  secure 
public  support  comparable  to  that  received  by  the  offshore  carriers 
reflects  the  growing  American  preoccupation  with  foreign  affairs, 
and  with  commercial  and  military  security  generally,  whereas  coast¬ 
wise  shipping  has  come  to  be  regarded  as  merely  auxiliary  to  rail 
and  motor  transport.  This  lack  of  concern  for  domestic  ocean  ship¬ 
ping  is  in  marked  contrast  with  the  interest  shown  by  the  federal 
government  and  many  sections  of  the  public  in  developing  inland 
water  transport,  and  in  spending  large  sums  thereon.  The  most 
important  difficulty,  however,  has  been  the  technical  factor.  While 
vessel  efficiency  has  markedly  improved,  cargo  handling  costs  have 
mounted  steadily,  and  are  now  the  principal  barrier  to  the  develop¬ 
ment  of  coastwise  general  cargo  carriers.  Hence,  revival  of  coast¬ 
wise  shipping  may  depend  largely  on  the  design  of  radically  new 
types  of  operations,  of  which  the  aggressive  and  successful  car-ferry 
service  of  the  Seatrain  Lines  between  New  York  and  Savannah  and 
Gulf  ports  may  well  be  a  forerunner.  Finally,  the  fact  that  this 
branch  of  shipping  has  been  recently  under  the  control  of  the  Inter¬ 
state  Commerce  Commission,  essentially  a  nonpromotional  agency, 
is  probably  of  importance.  Although  that  agency  has  recently 
abolished  most  of  its  grants  of  relief  to  rail  carriers  with  respect  to 
the  long-  and  short-haul  clause  of  the  Interstate  Commerce  Act 
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( under  which  grants  the  historic  instances  of  low  port-to-port  rates 
were  maintained),  the  railroads  have  generally  responded  by  lower¬ 
ing  rates  to  intermediate  points,  thus  creating  large  rate  blankets. 
Water-competitive  rates  have  continued  to  be  on  a  lower  level  than 
noncompetitive  rates,  though  generally  compensatory  to  the  carriers. 
In  general,  water  traffic  has  been  regarded  by  the  railroads  and  by 
the  Commission  as  extra  business  to  be  secured  if  possible,  provided 
out-of-pocket  costs  can  be  covered.  The  ability,  formerly  wide¬ 
spread,  of  the  water  lines  to  reduce  their  charges  below  such  rail 
out-of-pocket  cost  levels,  seems  to  be  rare  now.  In  this  sense  the 
water  carriers  have  ceased  to  be  the  low-cost  carriers  which  they  had 
been  previously  in  American  history.  The  decisions  of  the  Inter¬ 
state  Commerce  Commission  can  thus  be  defended  on  economic 
grounds.  Clearly,  increases  in  rate  levels  to  the  extent  necessary  to 
induce  orthodox  types  of  ocean  carriers  to  re-enter  the  coastwise 
trades  are  out  of  the  question.  Since  the  ocean  carriers  are  in  a 
basically  weak  position  with  respect  to  service,  speed,  and  divisions 
of  through  rail-water  rates,  the  combination  of  adverse  factors  has 
been  well-nigh  disastrous  to  the  coastwise  general  cargo  carriers. 
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The  Significance  of  Business  History 


€  The  study  of  business  history  should  not  be  restricted  to  investigating 
the  development  of  internal  administration  in  specific  firms.  The  history 
of  business  is  indivisibly  linked  to  the  history  of  mankind,  and  business 
historians  should  aim  at  understanding  the  interplay  between  the  actions 
of  individual  companies  and  changes  in  the  total  society.  This  topic  can 
be  illuminated  by  studying  a  group  of  firms  in  the  same  industry,  by 
studying  business  in  a  certain  region,  or  by  relating  business  policies  and 
methods  to  such  characteristics  of  the  population  as  the  American  willing¬ 
ness  to  work  hard  in  pursuit  of  a  higher  standard  of  consumption. 


The  mid-century  ofiFers  a  fitting  occasion  for  an  assize  of  business 
history.  In  American  universities  50  years  ago,  business  history 
was  studied  indirectly  and  intermittently,  if  at  all:  it  was  hardly  a 
distinct  specialty,  without  a  name,  a  received  technique,  or  a  special 
following.^  At  the  half-century,  it  was  well  on  the  way  to  having  all 
of  these  in  good  measure. 

Even  as  recently  as  25  years  ago,  business  history  was  still  a 
fledgling  enthusiasm  with  only  a  few  scholars,  who  labored  to  bring 
it  to  academic  rcjspectability  by  advancing  the  claims  of  research 
in  American  economic  history  generally.  The  connection  between 
these  two  subjects  is  worth  emphasizing.  They  have  a  common  bond 
not  only  in  content,  but  in  sponsorship  as  well;  and,  to  anticipate  my 
remarks  a  little,  this  is  a  bond  which,  I  think,  it  will  well  repay 
business  historians  to  keep  in  good  repair. 

There  is  sound  precedent  for  this  close  connection,  nowhere, 
perhaps,  better  revealed  than  in  the  early  writings  of  Professor  N.  S. 
B.  Gras,  whose  longstanding  interest  and  great  labors  in  both  fields 
need  no  recapitulation  here.  It  may  be  rewarding,  however,  to  re¬ 
view  briefly  the  mood  and  manner  with  which  he  attempted  to  sum¬ 
mon  scholarly  attention  in  those  early  days.  His  first  and  most  pas¬ 
sionate  plea  was  for  vigorous  and  fruitful  speculation  on  the  prob- 

’  I  refer,  of  course,  only  to  the  formal,  systematic  study  of  business  history  in 
universities.  The  study  was  carried  on  much  earlier,  in  an  informal  fashion,  by 
journalists. 
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lems  of  economic  history;  from  such  earnest  speculation,  he  felt, 
would  come  new  questions  and  rewarding  reformulations  of  tradi¬ 
tional  positions.  He  promoted  ferment,  and  deplored  the  prevailing 
torpor. 

In  1926,  he  mournfully  reported  to  European  colleagues  that 
American  economic  history  was  blandly  taught  and  indifferently 
studied.  “There  has  been  a  woeful  lack  of  controversy,”  he  com¬ 
plained;  the  subject  showed  “no  intellectual  resilience.”  This  was 
no  idle  comment:  five  years  later,  in  1931,  when  he  summed  up  the 
state  of  the  subject  in  the  United  States  for  the  Encyclopedia  of  the 
Social  Sciences,  he  repeated  this  conclusion  without  so  much  as 
changing  a  single  word.^ 

But  even  as  he  was  writing  in  this  rather  lugubrious  vein.  Profes¬ 
sor  Gras  and  his  associates  were  making  great  strides  forward  to  a 
better  day.  In  1925,  the  Business  Historical  Society  was  founded, 
thus  funding  in  an  organization  the  latent  enthusiasm  for  this  new 
study.  In  1927,  the  first  American  chair  of  business  history  was 
established  at  Harvard,  and  Professor  Gras  appointed  to  fill  it.  In 
1928,  the  Journal  of  Economic  and  Business  History  began  publica¬ 
tion  and,  in  an  amazingly  short  time,  achieved  a  brilliance  and 
authority  still  to  be  envied  by  publications  which  survived  its 
lamentably  short  existence.  In  these  few  years,  opportunity,  oc¬ 
casion,  leadership  and  resources  wonderfully  coincided  to  promise  a 
great  and  continuing  growth  in  both  economic  and  business  history. 
One  might  also  have  expected  that  a  painstaking  re-examination  of 
problems  and  concepts,  in  both  fields,  would  now  be  undertaken, 
and  by  no  one  more  properly  than  by  Professor  Gras  and  his  students. 

Here  ensues  a  series  of  developments  which,  in  retrospect,  strikes 
me  as  rather  bewildering.  No  sooner  had  business  history  achieved 
its  new  standing  than  a  surprising  concord  overtook  the  students  in 
the  field.  There  is,  so  far  as  I  know,  no  sure  index  of  speculative 
vitality  by  which  to  measure  the  change;  but  one  very  rough  statistic 
may  serve  to  indicate  the  character  of  this  new  turn  of  events.  The 
Journal  of  Economic  and  Business  History,  with  which  Professor 
Gras  was  closely  associated,  is  singularly  free  of  invigorating  intel¬ 
lectual  dispute.  Altogether  117  articles  were  published  in  the  four 
volumes  which  appeared;  of  these  only  six  can,  by  the  most  generous 
extension  of  the  terms,  be  accounted  specifically  speculative  or  con- 

*  N.  S.  B.  Gras,  “The  Rise  and  Development  of  Economic  History,”  Economic 
History  Review,  I  (1927),  29;  N.  S.  B.  Gras,  “Economic  History  in  the  United 
States,”  Encyclopedia  of  the  Social  Sciences  (New  York,  1931),  V,  327. 
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troversial.*  To  be  sure,  many  of  the  substantive  articles  debated 
theoretical  issues,  and  speculated,  inferentially,  on  unsettled  points; 
but,  taken  altogether,  this  was  done  obliquely  and  rather  passively. 

Even  more  puzzling  to  one  who  looks  back  at  Professor  Gras’ 
earliest  articles  on  the  subject,  is  the  steady  attrition  in  the  scope  of 
business  history  as  it  is  defined  in  his  writings.  There  is  a  constant 
drift  away  from  viewing  American  business  history  in  a  broad  con¬ 
text  of  national  economic  change  and  economic  growth,  in  favor  of 
a  diminishing  focus  on  chronicling  the  administration  of  the  firm.^ 
The  ultimate  consequence  of  this  restatement  of  the  nature  of  busi¬ 
ness  history  was,  in  the  end,  to  divorce  it  expUcitly  from  the  main 
body  of  American  economic  history.  “Perhaps  it  would  be  well,” 
Professor  Gras  warned  in  1950,® 

to  weigh  the  consequences  of  broadening  the  scope  of  business  history.  .  .  . 
For  instance,  if  economic  historians  write  what  is  called  business  history,  but 
which  is  in  reality  the  economic  history  of  business,  then  there  will  be  re¬ 
peated  the  time-honored  neglect  of  administration  and  the  business  man. 
This  means  jasl  one  thing,  which  is  at  once  subtle  and  potent,  namely,  the 
conclusion  that  the  business  man  is  in  reality  predatory  and  parasitic,  that  he 
does  not  administer  nor  produce,  though  he  does  take  a  profit. 

I  must  confess  myself  unable  to  fully  fathom  the  distinction  which 
is  being  attempted  between  “business  history”  and  the  “economic 
history  of  business.”  Professor  Gras  suggests  that  if  business  history 
is  written  by  economic  historians,  and,  I  would  infer,  by  economists, 
the  full  import  of  the  administration  of  the  firm  will  be  neglected 
and  the  produc*tive  role  of  the  businessman  slighted.  This  dire 
prediction  does  not  seem  to  be  at  all  borne  out  by  the  work  of 
first-class  business  historians  who  take  a  more  latitudinarian  view  of 
their  subject  than  Professor  Gras  seems  to  think  desirable. 

The  work  of  Thomas  C.  Cochran,  Edward  Kirkland,  Richard  Over- 
ton,  Harold  F.  Williamson,  and  Fritz  Redlich,  to  name  only  the  first 
few  who  immediately  come  to  mind,  appears  to  suffer  from  neither 
of  the  predicted  shortcomings.  Their  works  are  richer  and  more 
illuminating  for  their  wider  scope. 

*  These  six  articles  are:  “Stages  in  Economic  History,”  and  “the  Business  Man 
and  the  Ec-onomic  System,”  both  by  N.  S.  B.  Gras;  Allan  Nevins,  “Recent 
Progress  in  American  Social  History”;  Frank  Knight,  “Historical  and  Theoretical 
Issues  in  Modem  Capitalism”;  R.  M.  Hower,  “Boston  Conference  on  Business 
History”;  and  K.  W.  Porter,  “Trends  in  American  Business  Biography.” 

*  For  example,  N.  S.  B.  Cras,  “Business  History,”  Economic  History  Review, 
IV  ( 19.34),  385;  and,  N.  S.  B.  Cras,  Business  and  Capitalism  (New  York,  1939), 
vii-viii,  28. 

*  N.  S.  B.  Gras,  “Past,  Present  and  Future  of  the  Business  Historical  Society,” 
Bulletin  of  the  Business  Historical  Society,  XXIV  ( 1950),  10. 
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Every  historical  specialty  is  an  isthmus,  not  an  island;  all  history 
deals  with  the  full  fabric  of  the  human  past;  and  a  rough  and  ready 
test  of  the  significance  of  any  branch  of  history  is  the  readiness  with 
which  it  contributes  to  the  whole  subject,  in  its  widest  connotation. 
Once  any  specialty  cuts  itself  off  from  the  rest,  does  not  supply  the 
others  new  data  and  insights  and  refuses  like  nourishment  in  return, 
it  suffers  a  fatal  estrangement.  The  price  for  such  aloofness  is  stag¬ 
nation  and  gradual  decay.  Every  historical  specialty,  to  repeat  a 
profitable  banality,  is  created  by  reason  of  a  convenient  division  of 
labor,  and  has  no  independent  warrant;  business  history  no  less  than 
other  specialties  has  this  advantage  and  this  limitation. 

There  cannot  be  the  slightest  doubt,  it  seems  to  me,  that  business 
history  is  a  wholly  legitimate  and  fruitful  specialty.  It  has  brought 
into  the  mainstream  of  American  historical  scholarship  a  great  mass 
of  new  material  —  business  archives  —  which  heretofore  had  been 
almost  wholly  neglected.  Furthermore,  business  history  addresses 
itself,  directly  and  unequivocally,  to  one  of  the  grand  themes  of 
American  history:  the  economic  growth  of  the  country. 

However  one  chooses  to  qualify  the  generalization,  it  is  certainly 
true  that  American  economic  growth  was  accomplished,  in  the  main, 
through  the  decentralized  decision-making  of  a  multitude  of  entre¬ 
preneurs.  By  any  standard,  this  growth  was  extraordinarily  rapid  and 
comprehensive;  and  it  seems  impossible  that  any  aspect  of  American 
history  can  be  fully  understood  without  profound  insight  into  the 
course  of  economic  change  through  which  the  nation  passed. 

The  chief  problem  of  business  history,  one  that  invites  the  bold¬ 
est  speculation  and  the  most  determined  exertions,  is  to  discover 
some  way  in  which  the  diverse  and  separate  activities  of  a  multitude 
of  independent  firms  can  be  woven  together  so  that  the  development 
of  the  nation,  or  a  region,  or  of  a  particular  period  can  be  better 
understood.  The  demand  for  theory,  for  conceptualization,  arises 
from  this  consideration  alone,  not  from  any  desire  to  be  elaborate, 
abstract,  obscure  or  fancy.  No  ready-made  theories  from  other  fields 
are  wholly  acceptable  to  the  business  historian  because  they  do 
violence  to  the  integrity  of  his  data  which  are  richer  and  more 
various  than  existing  theories  can  encompass.  The  business  his¬ 
torian,  too,  is  properly  suspicious  of  elaborate  general  theories 
which  so  often  over-determine  his  conclusions;  and  he  must  con¬ 
struct,  however  eclectically,  partial  systems  of  generalization  com¬ 
patible  with  his  materials.  TTiis  problem  has  been  confronted  in 
certain  traditional  ways  which  have  always  been  open  to  historians. 
The  classic  modes  of  historical  integration  have  been  along  the  axes 
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of  space  and  time.  But  in  business  history  these  methods  have  been 
applied,  so  far,  only  on  a  limited  scale;  the  single  firm  is  the  typical 
unit  of  study.  There  is,  generally,  no  attempt  to  study  similar  firms 
in  a  given  line,  or  the  business  communities  of  particular  regions. 

I  might  mention  here  a  notable  exception  to  this  rule  which  is 
provided  by  Fritz  Redlich’s  history  of  investment  banking  in  the 
United  States.®  This  work  was  devotedly  and  single-handedly  ac¬ 
complished  over  many  years  of  painstaking  investigation  into  busi¬ 
ness  archives.  It  is  one  of  very  few  of  its  type.  There  are,  no  doubt, 
many  excellent  reasons  why  such  large-scale  work  has  not  often 
been  essayed  in  the  past:  business  history  is  a  young  discipline,  the 
cost  of  research  is  high  and  university  budgets  meager,  outside 
support  hard  to  find,  trained  personnel  is  scarce  and  skilled  direc¬ 
tion  even  scarcer.  Admitting  all  these  formidable  limitations,  and 
1  mean  to  slight  none  of  them,  business  history  will  remain  rather 
weak  and  incomplete  as  long  as  these  obstacles  are  taken  to  be 
intrinsic  and  immutable.  The  great  demand,  among  business  his¬ 
torians,  for  achieving  some  degree  of  comparability  between  parti¬ 
cular  firm  histories  will  probably  not  make  much  headway  until  the 
study  of  a  group  of  firms  along  a  time  segment,  or  of  some  giant 
complex  of  enterprises  having  a  long  history,  is  attempted.  Then 
the  business  of  working  out  generally  applicable  categories  will 
become  a  practical  issue  rather  than  devout  speculation. 

I  am  inclined  to  think  that  the  massive  history  of  the  Standard 
Oil  Company  of  New  Jersey  being  written  by  Professor  Henrietta 
Larson  and  her  associates  will  be  a  landmark  in  this  kind  of  re¬ 
search."^  In  the  course  of  writing  this  great  history,  the  authors  will 
have  had  to  confront,  and  I  am  sure  will  have  been  able  to  solve, 
many  vexing  methodological  problems  until  now  untouched.  An¬ 
other  extremely  encouraging  and  suggestive  attempt  has  been  made 
by  Thomas  C.  Cochran  in  his  study  of  American  railroad  leaders 
and  top-management  decisions  in  the  years  between  1845  and 
1890.®  His  work  refers  to  no  less  than  84  roads  which  are  discussed, 
topically,  in  greater  or  lesser  detail.  He  has  crosscut  the  activities 
of  many  distinct  enterprises  by  employing  a  system  of  general  cate¬ 
gories  in  a  way  which  makes  for  a  high  order  of  comparability 
between  the  railroad  managements  of  the  period. 

•Fritz  Redlich,  The  Molding  of  American  Banking  (New  York,  1951),  2 
vols.,  cp.  esp.  Vol.  II. 

'  Professor  Ralph  Hidy  tells  me  that  two  volumes,  of  the  five  which  are  pro¬ 
jected,  are  now  in  manuscript,  and  being  reviewed  for  early  publication. 

•TTiomas  C.  Cochran,  Railroad  Leaders,  1845-1890:  The  Business  Mind  in 
Action  (Cambridge,  1953). 
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Integration,  according  to  well-established  historical  custom,  can 
also  be  attempted  areally.  Regionalism  or  sectionalism,  however 
one  quibbles  over  the  precise  meanings  of  these  words,  point  to  a 
rewarding  level  of  generalization  in  American  business  history. 
Much  of  American  economic  growth  has  been  particularistic,  and 
business  firms  have  often  hitched  their  destinies  and  policies  to 
expectations  of  a  region’s  growth.  The  same  may  be  said  of  business 
communities  set  in  strategic  urban  centers.  In  my  own  work  on  the 
history  of  Kansas  City,  I  am  becoming  increasingly  aware  tliat  the 
development  of  this  Midwestern  metropolis  cannot  be  completely 
understood  unless  one  appreciates  the  full  effect  of  the  successive 
waves  of  businessmen  who  snatched  the  emigrant  traffic  from  nearby 
Independence;  the  Santa  F6  trade  from  Franklin;  the  cattle  trade 
from  the  Kansas  towns;  and  the  crucial  railroad  connection  from 
St.  Joseph,  Leavenworth,  and  other  nearby  communities. 

Often  enough,  it  has  been  the  fate  of  a  particular  firm,  like  a 
pioneering  railroad,  to  undertake  regional  economic  development 
as  a  necessary  business  policy  on  which  the  welfare  of  the  enter¬ 
prise  depended.  I  need  not  repeat  how  notably  this  point  has  been 
substantiated,  for  instance,  in  Overton’s  work  on  the  Burlington,  and 
by  the  investigations  of  Paul  Gates.® 

What  has  been  said  earlier  of  temporal  integration  may  well  be 
repeated  here  in  speaking  of  spatial  integration.  Perhaps  the  same 
limitations  apply.*®  I  am  struck,  however,  by  the  fact  that  one 
cannot  pick  up  a  local  historical  journal  from  any  section  of  the 
country  without  finding  a  great  mass  of  work  being  done  on  local 
business  history  and  local  economic  development.  Often  enough, 
this  work  is  antiquarian  and  amateurish;  but  interest  in  it  flourishes. 
It  seems  to  me  that  if  some  set  of  underlying,  organizing  principles 
of  how  such  local  business  history  could  be  done  well  were  avail¬ 
able,  much  of  this  presently  plentiful  effort  could  be  channeled 
into  doing  work  of  permanent  value.  Here,  too,  I  suppose,  it  is 
intellectual  capital,  not  money  capital,  that  is  lacking. 

These  modes  of  integration  are,  as  I  said,  traditional  and,  in  a 
sense,  they  are  inevitable.  As  work  cr»ntinues  in  business  history 
the  implications  of  both  these  synthesizing  principles  will  be  ex¬ 
plored  more  amply  than  they  have  been  in  the  past.  I  should  like 

*  Richard  C.  Overton,  Burlin^on  West,  A  Colonization  History  of  the  Bur¬ 
lington  Road  (Cambridge,  1941);  Paul  W.  Gates,  The  Illinois  Central  and  its 
Cohnization  Work  (Cambridge,  1934). 

“Edward  C.  Kirkland’s  Men,  Cities,  and  Transportation,  A  Study  in  New 
England  History,  2  vols.  (Cambridge,  1948)  is  a  magnificent  tour  de  force  in 
this  genre. 
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to  turn  now  to  a  third  integrating  principle  which  has  been  much 
less  employed  than  either  of  the  other  two. 

Little  effort  has  so  far  been  made  to  integrate  business  history 
on  the  social  level;  or,  in  other  words,  to  showing  a  direct  and 
demonstrable  effect  of  business  decisions  by  firms  on  the  society 
and  culture  in  which  they  operate;  and  to  disclosing  the  reciprocity 
between  characteristic  forms  of  social  organization,  cultural  norms, 
and  business  policy.  At  first  sight,  this  may  seem  an  obscure  and 
quixotic  mode  of  synthesis.  And,  for  this  reason,  I  should  like  to 
illustrate  its  possibilities  a  little  more  fully  than  I  have  the  other  two. 

I  will  draw  my  text  from  that  unimpeachably  solid  and  authori¬ 
tative  summary  of  American  economic  history:  Chester  Wright’s 
Economic  History  of  the  United  States.  In  his  preface.  Professor 
Wright  declares  the  great  theme  of  his  work  to  be  the  “struggle  of 
the  American  people  to  raise  their  standard  of  living”;  that  he  will 
use  this  “central  and  unifying  problem”  in  “analyzing  and  under¬ 
standing  the  forces  and  conditions  that  have  been  responsible  for 
the  successes  or  failures”  in  this  struggle.”  Professor  Wright  finds 
this  a  stout  thread  on  which  to  wind  the  story  of  American  eco¬ 
nomic  growth.  It  is,  I  think,  equally  serviceable  for  a  new  kind  of 
business  history. 

No  observer  of  the  American  scene  can  fail  to  discern  how  much 
idealism  and  effort  is  channeled  into  consumption  in  our  society. 
A  “high”  standard  of  living  is,  with  us,  a  potent  symbol  even- 
handedly  expressing  concern  for  creature  comforts  and  for  regis¬ 
tering  one’s  measure  of  personal  success  in  the  competition  with 
peers.  It  is  a  satisfying  justification  for  hard  work  and  sustained 
ambition.  It  is  true,  of  course,  that  there  is  uneven  commitment  to 
this  belief  in  American  society;  and  that  there  are  exceptions,  among 
us,  to  this  as  to  every  rule.  But  the  modality  of  aspiration  is  securely 
based.  It  is  a  generalization  on  which  millions  in  advertising  bud¬ 
gets  are  annually  staked. 

Tlie  mood  I  refer  to  is  perhaps  best  expressed,  and  in  its  purest 
form,  in  the  text  of  an  advertisement  which  appeared  in  Life  in 
1925.  Andy,  a  husband,  has  been  asked  by  his  wife  for  a  new  wash¬ 
ing  machine  which  has  been  glowingly  advertised.  For  the  moment, 
Andy  resents  the  pulling  power  of  that  ad.  He  works  hard,  is 
chronically  short  of  loose  cash,  and  getting  that  washing  machine 
will  mean  more  effort,  more  strain.  This  glum  mood  does  not,  how- 

“  Chester  W,  Wright,  The  Economic  History  of  the  United  States  ( New 
York,  1941),  ix-xi. 
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ever,  persist  for  very  long.  Andy  ruminates  on  advertising  and 
consumption,  and  what  both  mean  to  him: 

I  begin  to  see  [he  says  to  himself]  that  it’s  advertising  that  makes  America 
hum.  It  gives  ginks  like  me  a  goal.  .  .  . 

Looking  at  that  advertisement  makes  me  think  I’ve  GOT  to  succeed.  Every 
advertisement  is  an  advertisement  for  success. 

I  guess  there  is  so  much  success  in  America  because  there  is  so  much  adver¬ 
tising  —  of  things  to  want  —  things  to  work  for. 

The  most  thoroughgoing  analysis  of  American  consumption, 
according  to  these  lights,  has  been  made  by  'Thorstein  Veblen.  His 
is  a  savage  attack,  ponderously  sarcastic,  studded  with  telling 
epithets  which  have  stirred  an  uneasy  feeling  of  guilt  in  the  breasts 
of  his  readers  ever  since  The  Theory  of  the  Leisure  Class  was  pub¬ 
lished.  In  essence,  his  argument  comes  down  to  the  claim  that  a 
great  deal  of  our  consumption  is  wasteful;  that  we  expend  resources, 
e£Fort  and  much  time  in  establishing  and  enforcing  invidious  dis¬ 
tinctions  through  a  competitive  display  of  goods  and  services.  This, 
Veblen  suggests,  is  consumption  motivated  by  barbaric  social  sur¬ 
vivals  which  breed  pernicious,  mean,  habitual,  general  envy  which 
exhausts  itself  in  one  huge  potlatch}^ 

If  Americans  followed  the  Veblenian  ideal  of  consumption,  they 
would  all  buy  goods  of  iron  durability,  austere  and  unadorned;  they 
would  yearn  for  a  pure  functional  utility  untainted  by  any  social 
definition  of  worth  or  merit.  All  of  us,  as  we  consumed,  day  by 
day,  would  be  engrossed  in  mastering  the  contents  of  a  huge  C’on- 
sumer’s  Union  Handbook  in  which  simplicity  and  wear  would  be 
stressed,  not  frills  or  fripperies.  All  this,  of  course,  while  we  worked 
unremittingly  in  the  most  scientific,  matter-of-fact  way,  aided  by  an 
increasingly  productive  technology,  to  turn  out  all  we  could.  So 
far  as  I  can  tell,  Veblen  never  resolves  this  Puritan  quandary  by  dis¬ 
closing  what  we  would  do  with  this  vast  volume  of  goods  once  it 
was  on  our  hands. 

American  businessmen,  of  course,  have  operated  on  completely 
non-Veblenian  principles.  And  in  doing  so  they  have  been  guided 
by  a  profound  sociological  insight.  After  all,  advertising  men  as 
well  as  anthropologists  study  American  culture;  and  both  of  these 
specialists  have  discovered  that  social  ranking  in  our  society  is 
based,  in  great  part,  on  the  way  in  which  we  dispose  of  our  incomes 

**  I  am  indebted  for  many  insights  into  Veblen’s  thinking  to  David  Riesman’s 
brilliant  and  searching  analysis  of  that  thinker,  Thorstein  Veblen,  A  Critical 
Interpretation  (New  York,  1953). 


to  fill  out  our  standards  of  living.  Veblen,  of  coiu*se,  made  wholesale 
fun  of  such  philistinism  and,  in  doing  so,  was  I  think  led  into  pro¬ 
found  error  about  the  nature  of  American  society  and  the  economic 
system  which  supports  it. 

In  a  society  like  our  own,  with  strong  egalitarian  pretensions,  pre¬ 
scriptive  statuses  which  are  unearned  and  unalterable  are  repugnant 
to  the  underlying  philosophical  principle.  We  take  out  our  bent 
to  equality  in  attempting  to  even  out  access  to  opportunity  in  re¬ 
sponse  to  which  differentials  in  skill,  ability,  and  application  can 
be  made  manifest.  According  to  prevailing  ideals,  there  should  be 
widespread  opportunity  to  “get  ahead,”  to  “rise  in  the  world,”  to 
“succeed.”  Each  aspirant,  of  course,  is  responsible  for  his  own  per¬ 
formance  and  its  outcome.  Relative  progress  for  the  mobile  indi¬ 
vidual  is  largely  registered  by  the  pattern  of  his  consumption  at 
various  stages  along  the  way  to  “make  something  of  himself.” 

In  a  certain  profound,  and  very  revealing,  sense  Americans  be¬ 
lieve  in  the  things  that  money  will  buy,  and  organize  their  lives 
accordingly.  A  “standard  of  living,”  therefore,  is  a  social  definition 
of  needs  reflecting  social  and  cultural  meanings. 

I  think  it  is  not  too  much  to  say  that  such  a  consumption  outlook, 
far  from  being  philosophically  shallow,  is  an  expression  of  a  pro¬ 
foundly  democratic,  equalitarian  social  order.  It  is  an  operating 
principle  for  a  social  system  which  invites  almost  every  one  in  it 
to  aspire  for  almost  any  social  standing  for  which  he  can  find  the 
means  to  validate  his  claim  for  social  recognition  by  displaying 
generally  accepted  symbols  of  status  in  the  form  of  goods  and  serv¬ 
ices.  ( Let  me  note,  as  an  aside,  that  for  clarity’s  sake  I  do  not  pause 
here  to  make  certain  qualifications  which  apply.  The  main  outline 
of  these  assertions  is,  I  think,  intact  in  contemporary  American 
society. ) 

The  relevance  of  these  aspects  of  American  society  and  culture 
have  not  escaped  astute  students  of  American  business.  Thus,  David 
E.  Lilienthal  in  his  recent  study.  Big  Business,  A  New  Era,  makes 
these  observations  about  social  organization  after  a  survey  of  the 
role  of  business  in  American  life: 

As  I  see  it,  the  kind  of  America  we  want  to  live  in  .  .  .  has  certain  func¬ 
tional  characteristics.  .  .  . 

“David  E.  Lilienthal,  Big  Business,  A  New  Era  (New  York,  1952),  182, 
183.  Cp.  the  discussions  of  these  points  in  Frederick  Lewis  Allen,  The  Big 
Change,  America  Transforms  Herself,  1900-1950  (New  York,  1952),  esp.,  “The 
Dynamic  Logic  of  Mass  Production,”  109-20;  and  James  Truslow  Adams,  Our 
Business  Civilization,  Some  Aspects  of  American  Culture  (New  York,  1929), 
esp.,  “A  Business  Man’s  Civilization,”  9-34. 
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A  fluid,  changing,  enterprising  kind  of  society.  .  .  .  We  like  “newness;” 
new  products,  new  gadgets,  new  entries  in  the  competition  for  our  dollars  and 
our  favor. 

We  want  to  keep  it  possible  —  even  inevitable  —  that,  no  matter  how  far 
down  the  line  you  start,  you  (or  someone  like  you)  can  end  on  top,  and  get 
there  not  because  of  caste  or  status  or  inherited  wealth  or  orthodox  views,  but 
because  you  excel  in  your  line.  We  want  no  rigidity  or  inflexibility  in  our 
society,  either  socially  or  physically. 

It  is  crucial,  I  think,  for  business  historians  to  note  the  perfectly 
obvious  fact  that,  throughout  oiur  history,  American  business  firms 
have  had  to  make  policy  to  keep  this  principle  of  symbohc  con¬ 
sumption  in  operation.  Such  a  principle,  I  should  have  said  earlier, 
is  not  only  characteristic  of  an  egalitarian  society,  but  can  only  be 
maintained  in  a  very  productive  one.  If  goods  are  the  chief  symbols 
of  social  status,  and  if  nearly  all  compete  to  enhance  status,  then 
goods  must  be  plentiful  if  the  process  is  long  to  be  continued.  The 
patterns  and  v^ues  of  such  culturally  defined  consumption  offer,  I 
think,  tantalizing  possibilities  for  the  integration  of  business  history 
on  a  social  level. 

There  is  no  room  here  to  develop  an  illustration  fully,  but  I 
should  like  to  make  a  few  observations  on  the  automobile  and 
how  it  illustrates  these  possibilities.  We  are  all  familiar  with  the 
dramatic  story  of  the  development  of  mass-produced  automobiles; 
a  tale  that  is  often  told  to  commemorate  prodigious  technological 
innovation.  The  assembly  line  and  the  “tin  lizzie”  were  indeed 
brilliant  inventions.  But  equally  brilliant  were  the  innovations  in 
the  financing  of  consumer  purchases  of  cars,  a  story  much  less  well- 
known,  and  indeed  one  which  is  opaque  unless  some  synthesizing 
frame  of  reference  on  the  social  level  is  used  in  interpreting  the 
actual  business  policies  which  made  widespread  automobile  con¬ 
sumption  possible. 

It  is  well-known  that,  on  their  first  appearance,  automobiles  were 
regarded  as  a  rich  man’s  plaything;  as  rare  and  esoteric  a  luxury 
as  a. steam  yacht.  Investors  hesitated  to  sink  capital  to  produce  a 
commodity  which  they  felt  sure  was  destined  to  have  a  shallow, 
limited  market.  Cars  were  paid  for  in  cash  on  delivery. 

It  did  not  take  long  for  the  automobile  to  become  a  status-laden, 
honorific  possession  just  precisely  because  it  was  held  up  as  a  luxury 
far  out  of  the  common  reach.  And,  as  so  often  since,  many  Ameri¬ 
cans  were  prepared  to  mortgage  their  incomes  in  order  to  lay  hands 
on  a  car.  As  one  might  have  foreseen,  the  “would  be  purchasers,” 
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Seligman  found,  "came  predominantly  from  the  middle  and  lower 
middle  classes.” 

The  intending  installment  purchaser  soon  ran  into  a  formidable 
obstacle:  banks  and  other  existing  financial  institutions  did  not  want 
to  be  bothered  making  such  loans  which,  they  proudly  felt,  would 
reduce  them  to  the  status  of  common  pawnbrokers.  Furthermore, 
the  prevailing  ideology  in  banking  circles  was  that  it  was  somehow 
faintly  sinful  for  a  man  to  go  into  debt  to  buy  a  luxury.  He  should 
be  devoting  himself,  instead,  to  "saving  money.” 

The  rise  and  subsequent  influence  of  the  sales  finance  companies, 
as  they  prefer  to  be  called,  as  the  institutional  medium  through 
which  widespread  automobile  ownership  was  made  possible  was  a 
response,  and  a  very  adequate  response,  to  this  social  pressure.  It 
would  seem  to  me  entirely  impossible  to  understand  the  origin, 
function,  and  subsequent  development  of  these  business  organiza¬ 
tions  without  employing  underlying  sociological  principles  like 
those  briefly  sketched  above.  The  technical  procedure  for  handling 
the  promissory  notes  of  dealers  and  car  buyers  may  be  recounted 
fully,  but  the  main  point  of  the  story  is  bypassed  if  this  is  all  that 
is  told.  The  business  historian  may  sit  mesmerized  by  ledgers  and 
business  correspondence  for  years;  but  if  he  remains  wedged  in 
these  materials  alone,  cut  off  from  profounder  insight,  the  tale  is 
half  told,  the  analysis  half  done.** 

The  foregoing  is  only  one  possibility  among  many  which  the 
business  historian  may  explore,  in  this  fashion,  with  profit.  Indeed, 
it  would  be  di£Bcult  to  think  of  any  aspect  of  the  life  or  history  of 
an  enterprise  which  does  not  touch  on  such  social  considerations 
once  the  businessman  and  his  actions  are  seen  against  the  back¬ 
ground  of  the  community  at  large  and  the  values  which  prevail  in 
it  to  control  conduct  and  aspiration.  Against  such  a  perspective, 
the  creation  of  large  industrial  labor  forces  committed  to  urban 
life  and  factory  work  is  another  problem  such  as  the  one  discussed 
above;  one  which  carries  the  internal  business  decision  of  a  firm  to 
secure  an  adequate  work  force  over  into  the  community  which  these 
workers  form,  and  the  mode  of  life  they  work  out  for  themselves  in 

’*E.  R.  A.  Seligman,  The  Economics  of  Installment  Buying  (New  York, 
1927),  I,  28. 

“Walter  B.  French,  “Consumer  Installment  Credit  in  Commercial  Banks,” 
in  H.  V.  Prochnow,  American  Financial  Institutions  (New  York,  1951),  679. 

“  An  excellent  beginning  at  writing  this  fascinating  story  has  been  made  by 
Clyde  William  Phelps,  The  Role  of  Sales  Finance  Companies  in  the  American 
Economy  (Baltimore,  1952).  This  interesting  monograph  marshalls  a  great  mass 
of  evidence  which  supports  the  points  made  above. 
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it.  So  too  is  the  American  phenomenon  of  mass-based  capital  markets 
with  large-scale  public  participation  in  the  purchase  of  corporate 
bonds  and  shares;  an  institution  which  operates  on  the  underlying 
presumption  that  many  people  in  the  society  will  want  to  feel  them¬ 
selves,  and  to  be  so  far  as  they  can,  “capitalists”  and  “owners”  of 
great  business  organizations.  In  principle,  this  level  of  synthesis 
for  business  history  consists  of  projecting  the  decisions  of  business¬ 
men,  made  within  the  context  of  their  enterprises,  on  the  society 
and  culture  of  those  communities  which  are  directly  affected  by 
them. 

No  single  one  of  these  three  principles  of  synthesis  is  sovereign: 
a  full,  well-rounded  conception  of  business  history  would  use  them 
all,  as  occasion  required,  to  portray  the  underlying  reality  of  the 
relations  between  American  business  and  American  society. 

In  concluding  these  remarks,  I  should  like  to  reaffirm  what  I  said 
at  the  outset.  Business  history  is  closely  linked  with  economic  his¬ 
tory  in  its  content.  Both  are  concerned  with  elucidating  the  phe¬ 
nomena  of  economic  change  and  economic  growth;  and  the  ultimate 
acid  test  of  significance  for  both  studies  lies  in  their  ability  to  add 
new  data,  or  new  statements  of  problems,  to  the  present  stock  in 
both  fields. 

Business  history  operates  in  a  specific  arena  in  that  it  tries  to 
achieve  a  synthesis  of  the  characteristics  and  effects  of  decentralized 
economic  decision-making  on  both  economic  change  and  economic 
growth.  No  matter  how  well  done  the  individual  firm  history  may 
be,  no  matter  how  lovingly  the  fullest  archives  are  ransacked  and 
pored  over,  so  long  as  such  a  study  stands  alone  and  isolated,  it  is 
of  limited  significance. 

As  I  think  back  on  my  remarks,  I  am  led  to  suppose  that  in 
polemical  zeal,  I  may  have  overstated  the  shortcomings  and  limita¬ 
tions  of  current  work  in  business  history.  The  centers  of  study  of 
which  I  know  at  Northwestern,  at  the  Harvard  Graduate  School  of 
Business  Administration  and  at  the  Harvard  Research  Center  in 
Entrepreneitfial  History,  all  augur  the  production  of  much  sophis¬ 
ticated  and  valuable  work. 

Economic  and  business  history  are  today  in  an  unprecedentedly 
prosperous  state.  A  recent  survey  of  American  historical  scholar¬ 
ship  in  the  twentieth  century  shows  that  economic  and  business 
history  have  had  a  spectacular  growth  in  these  50  years,  and  that 
this  prosperity  bids  fair  to  continue  unchecked.*^  This  can  only 

”  W.  Stull  Holt,  “Historical  Scholarship,”  in  Merle  Curti,  ed.,  American 
Scholarship  in  the  Twentieth  Century  (Cambridge,  1953),  105-6. 
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be  interpreted  as  a  sign  of  great  health  in  both  fields.  It  is  symp¬ 
tomatic  of  this  vigor  that  new  methods  and  new  approaches  to  these 
subjects  are  being  explored.  And,  as  Professor  Gras  noted  25  years 
ago,  where  there  is  controversy  there  is  life  and  promise. 


By  William  T.  Doherty 

ASSISTANT  PROFESSOR  OF  HISTORY 
AT  THE  UNIVERSITY  OF  ARKANSAS 


The  Impact  of  Business  on 

Protestantism,  1900-29 


C  The  effects  of  religion  on  business  have  inspired  much  scholarly  in~ 
quiry,  but  the  effects  of  business  on  religion  have  yet  to  be  stuilied 
systematically.  The  following  article  draws  several  themes  from  a  study 
of  commercial  periodicals,  the  religious  press,  and  biographies.  The  in¬ 
difference  to  theology  of  many  businessmen  furthered  the  interdenomina¬ 
tional  movement.  This  influence,  coupled  with  a  demand  for  "efficiency” 
in  religious  affairs,  stimulated  a  movement  to  merge  churches.  Some 
businessmen  and  religious  leaders  urged  that  such  business  techniques 
as  advertising  be  adapted  to  the  use  of  churches.  A  substantial  body  of 
literature  arose  which  sought  to  transform  religious  prophets  into  busi¬ 
nessmen  and  religious  texts  into  manuals  explaining  how  to  succeed  in 
business. 

In  the  decades  after  the  Civil  War,  the  widespread  emphasis 
on  practical  achievement  was  not  a  congenial  atmosphere  for  theol¬ 
ogy.  Many  business  leaders,  while  acknowledging  that  religion  had 
provided  a  testing-ground  of  virtues  for  their  fathers  and  them¬ 
selves,^  relinquished  religious  discipline  over  their  families  and 
their  employees,  became  increasingly  oblivious  of  dogma  and 
creeds,  and  came  ultimately  to  agree  on  the  Golden  Rule  as  the  one 
theological  tenet  obligatory  upon  the  business  community.  This 
pattern  of  theological  indifference  is  typified  by  Andrew  Carnegie, 
that  striking  personality  whom  the  Beards  wrote  off  as  an  exception 
(in  matters  of  religion,  whiskey,  and  style  of  life)  to  their  prosaic, 
church-going  business  elite.^  Carnegie  admitted  treasuring  within 
himself  the  fact  that  his  father  had  left  the  Presbyterian  Church 

‘  For  example  see  Roger  Babson,  “Do  Praying  Fathers  Have  Preying  Sons?”, 
Jerome  W.  Davis,  ed..  Business  and  the  Church  (New  York,  1926),  TO;  Keene 
Sumner,  “The  Kind  of  Parents  Our  Big  Business  Men  Had,”  American  Magazine, 
Vol.  101  (March,  1926),  15. 

‘Charles  A.  and  Mary  Beard,  The  Rise  of  American  Civilization,  II  (New 
York,  1927),  173.  Burton  J.  Hendrick,  The  Life  of  Andrew  Carnegie  (Carden 
City,  New  York,  1932),  65,  beheved  Carnegie  to  be  a  fairly  active  church 
member. 
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when  the  local  minister  preached  the  doctrine  of  infant  damnation 
shortly  after  Andrew  had  put  in  his  appearance  in  this  world.* 
The  steel  king  recounted  in  his  Autobiography  lively  religious  dis¬ 
cussions  to  the  effect  that  each  stage  of  civilization  created  its 
own  God,  and  that  as  man  ascended  and  became  better,  his  con¬ 
ception  of  the  universe  likewise  improved.  As  his  discussion  group 
arrived  at  such  beliefs,  Carnegie  reported,  “.  .  .  we  became  less 
theological,  but  I  am  sure  more  truly  religious.”  ^ 

Other  members  of  the  Beards’  business  collection  displayed 
similar  religious  freedom  and  mobility.®  Vanderbilt  was  a  Moravian 
who  bestowed  gifts  upon  Methodists  and  dabbled  on  the  side  in 
spiritualism,  once  invoking  from  the  other  world  advice  from  the 
shade  of  Jim  Fisk  as  to  the  future  course  of  the  stock  market.®  The 
Vanderbilts  ascended  to  the  Episcopal  Church;  so  did  Jay  Cooke, 
whose  biographer  stated  that  such  a  move  undoubtedly  facilitated 
his  business  contacts.^  James  J.  Hill  stemmed  from  a  Methodist 
mother  and  a  Baptist  father  and  was  married  to  a  Roman  Catholic.® 
J.  P.  Morgan  was  a  hard-working  Episcopalian  and  John  D.  Rocke¬ 
feller  was  a  conscientious  Baptist,  but  the  first  was  a  member  of 
interdenominational  organizations  and  the  latter’s  son  tried  to  lower 
denominational  barriers  by  use  of  his  fortune.®  Wanamaker  was 

'Andrew  Carnegie,  Autobiography  (Boston,  1920),  23.  One  biographer  of 
Carnegie  has  insisted  that  Carnegie  had  no  religion  beyond  a  broad  belief  in  a 
controlling  force  and  the  probability  of  a  hereafter  of  some  sort;  that  Carnegie 
held  Mohammed,  Buddha,  Confucius  and  Christ  as  equally  good  teachers  "each 
in  his  own  day  and  own  way”;  and  that  Carnegie  could  discover  no  difference 
in  religion  not  traceable  to  temperaments  and  temperatures.  John  K.  Winkler, 
Incredible  Carnegie  (New  York,  1931),  16. 

*  Carnegie,  Autobiography,  75-76. 

'That  businessmen  did  not  want  to  become  known  as  strict  sectarians  was 
implied  in  a  number  of  autobiographies  and  biographies.  For  example,  see 
John  T.  Flynn,  Men  of  Wealth  (New  York,  1941 ),  232;  Joseph  Richard  Snavely, 
Milton  S.  Hershey,  Builder  (Hershey,  Pennsylvania,  1935),  221.  George  Har¬ 
vey,  Henry  Clay  Frick,  the  Man  (New  York,  1928),  371;  Henry  Ford,  My  Life 
and  Work  (Caraen  City,  New  York,  1926),  251. 

'Wheaton  J.  Lane,  Commodore  Vanderbilt  (New  York,  1942),  310. 

’  Henrietta  M.  Larson,  Jay  Cooke,  Private  Banker  (Cambridge,  Mass.,  1936), 
57. 

'William  J.  Cunningham,  “James  Jerome  Hill,”  Dumas  Malone,  ed..  Dic¬ 
tionary  of  American  Biography,  IX  (New  York,  1932),  40-41.  Hill,  Rockefeller 
and  James  C.  Stillman  were  much  impressed  by  the  organization  and  disciplinary 
powers  of  the  Roman  Catholic  Church.  See  Joseph  Gilpin  Pyle,  The  Life  of 
James  J.  Hill  (Garden  City,  New  York,  1917),  63-64;  John  D.  Rockefeller, 
Random  Reminiscences  of  Men  and  Events  (Carden  City,  New  York,  1909), 
169-70;  Anna  Robeson  Burr,  The  Portrait  of  a  Banker  (New  York,  1927),  321. 

'Arthur  D.  Howden  Smith,  Men  Who  Run  America  (Indianapolis,  1935), 
92;  Herbert  L.  Satterlee,  J.  Pierpont  Morgan  (New  York,  1939),  157;  Frederick 
Lewis  Allen,  The  Great  Pierpont  Morgan  (New  York,  1949),  73-75,  129-36. 
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bom  a  Methodist,  attended  the  Lutheran  Sunday  School,  and  joined 
the  Presbyterian  Church,*®  Perhaps  of  the  original  group  selected 
by  Beard,  Philip  D.  Armour  was  to  give  the  best  expression  of  non¬ 
sectarianism.  When  asked  what  kind  of  religion  would  be  furnished 
in  his  training  school.  Armour  replied,  “Its  religion  will  be  sixteen 
ounces  to  the  pound,  but  undenominational;  and  it  makes  no  differ¬ 
ence  to  me  whether  its  converts  are  baptised  in  a  soup  bowl,  a 
pond,  or  the  river.”  ** 

It  was  in  their  bestowal  of  gifts  that  the  business  group  gave 
proof  of  their  laissez-faire  religious  sentiments  and  buttressed  the 
idea  of  religious  leaders  that  economy  and  consolidation  should  be 
practiced  by  the  fast-multiplying  Protestant  churches.*^  Early  in 
his  career,  Carnegie  gave  an  organ  to  the  Swedenborgian  Church 
after  declining  to  contribute  to  the  cost  of  a  new  building  for  a 
congregation  of  less  than  a  hundred  members.  Observing  that  strict 
Presbyterians  denounced  organs  as  wicked  because  they  represented 
an  attempt  to  “worship  God  with  a  kist  fu’  of  whistles  instead  of 
using  the  God-given  voice,”  Carnegie  decided  he  should  require 
a  partner  in  sin.*’  Adopting  his  later  library  philanthropy  tech¬ 
nique,  he  asked  each  congregation  to  pay  one-half  the  price  of  the 
desired  new  organ.  Explaining  his  business  theology  in  this  type 
of  gift,  Carnegie  remarked,  “You  can’t  always  tmst  what  the  pulpit 
says,  but  you  can  depend  on  what  the  organ  says.” 

According  to  twentieth-century  popular  writers,  the  “everyday 
business  man”  was  not  hostile  to  churches  despite  their  religious 
and  economic  defects,  for  he  regarded  them  “as  a  distinct  business 

”  Joseph  H.  Appel,  The  Business  Biography  of  John  Wanamaker  ( New  York, 
1930),  359. 

H.  I.  Cleveland,  “Philip  Armour,  Merchant,”  Worlds  Work,  I  ( March, 
1901),  547. 

“William  G.  Shepherd,  “The  Church  of  Today  and  Tomorrow,”  Harpers, 
Vol.  141  (Aug.,  1920),  373,  reported  that  the  average  citizen,  realizing  that 
businessmen  found  efficiency  and  strength  by  entering  into  combines,  wondered 
why  the  Protestant  churches  did  not  do  the  same.  On  a  trip  through  a  Western 
town.  Armour  was  reported  as  greatly  annoyed  at  the  presence  of  church  edifices 
on  each  of  the  four  comers  of  the  two  principal  streets.  When  one  of  the  pastors 
said  that  he  was  proud  to  shake  the  hand  of  a  man  who  could  not  be  “cornered,” 
Armour  succinctly  stated:  “I  don't  think  comers  in  wheat  and  pork  are  in  it 
the  way  you  four  fellows  are  trying  to  four-comer  religion  in  this  town.  How 
much  is  the  debt  on  these  churches  all  told?  You  say  a  thousand  dollars  will 
free  them?  Well,  I  will  give  that  much  if  three  of  you  fellows  will  resign  and 
these  churches  will  unite.”  Frank  Cunsaulus,  “Philip  D.  Armour:  A  Character 
Sketch,”  Review  of  Reviews,  Vol.  23  (Feb.,  1901),  174. 

“  Carnegie,  Autobiography,  278. 

“  Hendrick,  Life  of  Aridrew  Carnegie,  261. 
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and  social  asset  to  his  town,”  and  quite  worthy  of  support.'* 
What  hostility  the  businessman  did  feel  toward  the  church  was 
explained  by  one  scribe  in  the  following  manner:  " 

As  to  the  differing  creeds  of  the  churches  .  .  .  [the  American  btisiness  man] 

.  .  .  doesn't  know  what  they  are.  When  he  reads  them  he  doesn’t  understand 
them.  When  they  are  explained  to  him  he  doesn’t  see  what  difference  it  all 
makes.  Why  there  are  ten  churches  mostly  empty  in  his  town,  and  why  they 
don’t  combine  and  have  one  prosperous  organization,  he  doesn’t  know.  .  .  . 
The  distinctions  between  churches  he  looks  upon  with  intolerant  indifference. 
’They  represent  dividing  lines  of  a  former  age  that  mean  nothing  now.  'They 
are  dead  issues  to  him.  'They  may  be  true  enougl'.,  but  what  if  they  are?  He 
can’t  use  them.  He  can  go  along  three  hundred  and  sixty  five  days  and  never 
have  occasion  to  call  on  one  of  them. 

If  the  practical,  unemotional  businessman  could  not  be  won  back 
to  the  church  “through  appeals  to  theology,  or  stubborn  reaflBrma- 
tions  of  creeds  and  dogmas,”  works  could  be  substituted  for  faith; 
and  service,  a  business  maxim,  could  be  made  synonymous  with 
the  Golden  Rule.  The  business  world,  almost  without  exception, 
credited  the  Golden  Rule  as  being  the  greatest  business  maxim 
ever  devised.'®  Waldo  Pondray  Warren  expressed  clearly  the  busi¬ 
nessman’s  acceptance  of  the  axiom:  business  life  afforded  the  best 
opportunity  to  test  the  practical  value  of  the  Golden  Rule;  business 
houses  which  attained  prestige  and  reputation  were  those  in  which 
the  Rule  had  been  adopted.  “The  toppling  towers  of  vast  business 
interests  that  have  been  built  on  a  less  worthy  basis,”  contended 

**  Frank  Crane,  “Ten  Good  Points  about  the  ‘Everyday  Man,’  ’’  American 
Magazine,  Vol.  87  (Jan.,  1919),  44.  See  also  Current  Opinion,  Vol.  57  (Sept., 

1914) ,  189;  Vol.  58  (June,  1915),  4,212;  Literary  Digest,  Vol.  50  (  26  June 

1915) ,  1,540;  Vol.  76  (31  March  1923),  32. 

"There  was  and  continues  to  be  a  large  body  of  material  concerning  the 
business  value  of  tithing.  For  example,  see  William  G.  Shepherd,  “Men  Who 
Tithe,”  Worlds  Work,  Vol.  48  (July,  1924),  360;  E.  D.  McCafferty,  Henry  /. 
Heinz  (New  York,  1923),  196.  Of  course,  not  all  businessmen  were  tithers.  Of 
the  group  who  were  not,  James  B.  Duke  probably  expressed  one  attitude  when 
he  said,  “I  am  going  to  give  a  good  part  to  the  Lord,  but  I  can  make  better 
interest  for  Him  by  keeping  it  while  I  live.”  John  Wilbur  Jenkins,  James  B.  Duke 
(New  York,  1927),  80. 

”  Crane,  “Ten  Good  Points  about  the  ‘Everydt.y  Man,’  ”  American  Magazine 
(Jan.,  1919),  44. 

“Meredith  Nicholson,  “Should  Smith  Go  to  Church?”,  Atlantic,  Vol.  109 
(June,  1912),  725.  See  also  Eugenia  Wallace,  “The  Business  Woman  Considers 
the  Church,”  The  Century  Magazine,  Vol.  115  (Jan.,  1928),  270. 

“  For  example,  see  Arthur  Nash,  “A  Bible  Text  that  worked  a  Business 
Miracle,”  American  Magazine,  Vol.  92  (Oct.,  1921),  37;  Bert  Wilson,  The 
Christian  and  His  Money  Problems  (New  York,  1932),  27;  J.  C.  Penney,  The 
Man  with  a  Thousand  Partners  (New  York,  1931 ),  42;  Sherman  F.  Mittell,  ed., 
Speakirig  of  Change:  A  Selection  of  Speeches  and  Articles  by  Edward  A.  FUene 
(Washington,  D.  C.,  1939),  1-14,  197-216,  320-23. 
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Warren,  “show  the  insecurity  of  all  seeming  success  obtained  other¬ 
wise  than  by  acting  habitually  on  this  fundamental  moral  law.” 
Perhaps  the  businessman,  Irving  T.  Bush,  was  correct  when  he 
offered  the  wisdom  of  all  ages  in  four  lines  as  an  expression  of  the 
businessman’s  belief: 

So  many  gods,  so  many  creeds 
So  many  paths  that  wind  and  wind 
When  just  the  art  of  being  kind 
Is  all  this  old  world  needs. 

American  business  impact  upon  Protestant  religion  was  more 
keenly  felt  after  1900  as  efforts  were  made  to  reform  the  church  in 
the  likeness  of  business.  To  make  the  church  as  efficient,  stream¬ 
lined  and  consolidated  as  business  was  both  a  duty  and  an  obliga¬ 
tion.  As  one  popular  writer  expressed  it:  “ 

That  eternal  job  of  administering  the  planet  must  be  turned  over  to  the 
despised  business  man.  The  work  that  religion,  government,  and  war  have 
failed  in  must  be  done  by  business.  There  is  no  country  in  the  world  as 
efficiently  governed  as  the  American  Telephone  and  Telegraph  Company  or 
the  General  Electric  Company.  Business  has  become  the  world’s  greatest 
benefactor. 

Of  the  contemporary  witnesses  David  Graham  Phillips  was  one 
of  the  first  to  notice  that  the  business  transformation  of  the  church 
had  actually  occurred.  He  likened  the  conduct  of  a  modem  church 
in  a  big  city  to  “a  business  in  itself,  like  the  management  of  a  huge, 
industrial  enterprise  — a  railway  or  a  factory  —  requiring  unusual 
business  aptitude,  technical  skill,  and  financial  and  executive  abil¬ 
ity.”  Such  transformation  was  possible  because  many  prominent 
heads  of  American  churches  accepted  business  values  without  ques¬ 
tion,  starting  what  may  be  termed  in  the  twentieth  century  a  Prot¬ 
estant  Business  Reformation.^^  Russell  H.  Conwell,  minister  of  the 

“Waldo  Pondray  Warren,  Thoughts  on  Business  (Chicago,  1907),  23. 

**  Irving  T.  Bush,  “A  Business  Man’s  View  of  Religion,’^  Outlook,  Vol.  140 
(1927),  4^.  In  this  article  Bush  contended  that  a  businessman’s  belief  should 
be  so  simple  that  he  could  kneel  in  a  Mohammedan  mosque,  or  a  Hindu  temple, 
giving  thanks  to  a  Power  beyond  all  beliefs.  “Does  it  really  matter,’’  Bush  asked, 

wheUier  the  worshipper  believes  his  God  is  in  the  wooden  image  before  which 
he  kneels,  in  the  heavens  above,  or  in  his  own  heart?’’  Doubt  concerning  mira¬ 
cles  should  not  upset  the  businessman’s  belief,  he  contended,  for  there  was 
enough  religion  left  if  all  miracles  were  discarded. 

“Earnest  Elmo  Calkins,  “Business  the  Civilizer,’’  Atlantic,  Vol.  141  (Feb., 
1928),  157. 

“  David  Graham  Phillips,  “The  Business  Organization  of  the  Church,’’ 
Harpers,  Vol.  107  (July,  1903),  207-8. 

“  Of  course  not  all  church  leaders  accepted  such  values.  Of  the  opposite 


largest  Protestant  congregation  in  America,  characterized  the  rela¬ 
tionship  of  business  and  religion  as  merely  another  story  of  the  good 
employee  and  of  his  employer,  who  would  pay  all  reasonable  de¬ 
mands  rather  than  lose  valuable  services.^®  The  necessity  of  a 
business  outlook  to  the  successful  religious  worker  Conwell  summed 
up  in  a  terse  paragraph: 

Some  make  religion  so  dreamy,  so  unreal,  so  unnatural,  that  the  more  they 
believe  in  it  the  less  practical  they  become.  They  expect  ravens  to  feed  them, 
the  cruse  of  oil  to  be  inexhaustible,  and  the  fish  to  come  to  the  right  side  of 
the  ship  at  breakfast  time.  They  trust  in  God  and  loaf  about.  They  would 
conduct  mundane  affairs  as  though  men  were  angels  and  the  church  blessings 
a  series  of  miracles.  But  the  successful  church  worker  is  one  who  recognizes 
the  plain  facts  of  life,  and  their  relation  to  heavenly  things;  who  is  neither 
profane  nor  crazy,  who  feels  that  his  experience  and  judgment  are  gifts  of 
Cod  to  be  used,  but  who  also  fully  realizes  that,  after  all,  unless  God  lives  in  the 
house,  they  labor  in  vain  who  build  it. 

As  a  part  of  the  business  reformation  program  Conwell  called  for 
a  new  type  of  preacher,  predicting  that  the  day  would  come  when 
it  would  be  just  as  necessary  for  a  minister  to  have  a  business  educa¬ 
tion  as  it  would  be  for  him  to  study  theology.*’  The  prophecy  was 
fulfilled  a  decade  later  when  the  Chicago  Theological  Seminary 
made  a  somewhat  “startling  departure”  in  its  program  for  the  sum¬ 
mer  quarter  by  offering  courses  in  business  administration  as  ap¬ 
plied  to  the  work  of  preachers.  This  was  done  because  “at  least 


opinion  was  Dr.  W.  J.  Dawson,  pastor  of  the  First  Presbyterian  Church  in 
Newark,  who  was  reported  as  saying,  "...  it  is  more  essential  today  to  restore 
a  profound  reverence  for  religious  ideals  than  to  organize  a  church  for  popular 
success  by  business  methods.’  Christian  Century,  Vol.  41  (28  Aug.  1924),  1, 
119. 

■  Russell  H.  Conwell,  "How  to  Make  the  Church  Pay,”  Independent,  Vol.  54 
(1902),  732-3. 

**  Agnes  Ruth  Burr,  Russell  H.  Conwell  (Philadelphia,  1908),  182-3. 

There  was  voluminous  literature  in  the  popular  periodicals  about  the 
necessity  for  a  new  type  of  preacher.  According  to  the  Nation,  Vol.  95  (Oct., 
1912),  402-3,  in  an  article  entitled  “EflBciency  Tests  for  Clergymen,”  the  moder¬ 
ator  of  the  General  Assembly  of  Presbyterian  ministers  had  been  especially 
severe  upon  the  clergy  for  their  shocking  waste  of  time  and  energy  and  desired 
that  the  pastor  become  a  "driving  man  of  business.”  Francis  E.  Leupp,  "The 
Minister  and  the  Men,”  Atlantic,  Vol.  106  (July,  1910),  50-53,  suggested  a 
probationary  period  for  the  minister  as  a  farmer,  merchant,  clerk,  or  a  mechanic 
before  he  assumed  his  duties  of  caring  for  men’s  souls.  See  also  James  Brett 
Kenna,  “Minister  or  Business  Executive,”  Harpers,  Vol.  157  (June,  1928),  38- 
44.  Conwell  noted  that  some  of  the  “brightest  preachers  on  eardi,  those  who  will 
deliver  their  sermons  with  impressiveness  to  the  heart  and  mind,  and  whose 
spiritual  fervor  never  seems  to  cease,  make  entire  shipwrecks  of  their  church 
me.”  Russell  H.  Conwell,  “The  Church  in  the  Future,*’  Jesse  L.  Hurlburt,  ed., 
Sunday  Half  Hours  with  Great  Preachers  (Chicago,  1907),  591. 
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half  of  the  work  of  the  pastorate  is  in  the  line  of  executive  and 
administrative  activity.” 

Teunis  D.  Hamlin,  D.D.,  felt  that  not  enough  spotlighting  had 
been  focused  on  church  treasurers  who  gave  their  unstinted  atten¬ 
tion  to  church  affairs,  and  who,  incidentally,  were  usually  men  of 
large  business  interests  and  experience.^®  He  sensed  that  there  was 
a  certain  reluctance  to  acknowledge  the  business  character  of  a 
church  because  of  an  undefined  feeling  that  this  was  derogatory  to 
its  spiritual  mission.  Nevertheless,  Hamlin  argued  that  a  church, 
having  legitimate  and  necessary  expenses  and  an  income,  must  use 
business  methods  in  securing  and  disbursing  that  income.  The 
church,  he  was  convinced,  should  conform  to  the  inexorable  com¬ 
mercial  law  of  supply  and  demand.  It  should  be  as  careful  of  the 
quality  and  suitability  of  the  labor  it  employed  as  was  a  merchant 
or  a  banker.  Extravagance  or  niggardliness,  he  warned,  would  be 
as  fatal  to  a  church  as  to  a  life  insurance  company  or  a  manufactory 
and  "just  and  generous  dealing  will  just  as  certainly  advance  the 
interests  of  one  as  of  the  other.” 

From  both  religious  and  business  participants  in  the  twentieth 
century  the  demand,  strongly  couched  in  business  terminology,  for 
reconstruction  of  the  church  along  business  lines  grew  apace  with 
the  adoption  of  Frederick  W.  Taylor’s  theories  of  scientific  manage¬ 
ment  in  industry.  The  Reverend  Dr.  Samuel  W.  Dike,  an  enthu¬ 
siastic  supporter  of  the  new  approach,  emphasized  the  reality  that 
the  church  was  in  the  same  field  with  business,  the  municipality 
and  the  corporation  and  therefore  needed  an  “ecclesiastical  ex¬ 
pert.”  Roger  W.  Babson,  business  statistician,  felt  that  the  church 
simply  was  not  developed,  being  in  a  position  comparable  to  that 
of  waterpower  50  years  earlier.  Critically  realizing  the  business 
potentialities,  Babson  declared:  “The  church  has  the  greatest  op¬ 
portunity  today  of  any  industry.  It  is  the  least  developed  industry, 
the  most  inefiiciently  operated,  and  the  most  backward  in  its 
methods.” 

•Christian  Century,  Vol.  44  ( 17  June  1926),  765. 

*  See  Jerome  Davis,  "A  Study  of  Protestant  Church  Boards  of  Control,’* 
American  Journal  of  Socioloptj,  Vol.  38  ( 1932),  431.  F.  L.  S.  Hannan,  secretary 
of  the  Los  Angeles  ChamlxT  of  Commerce  comment^,  however,  upon  the 
tendency  of  church  trustees  who  were  models  of  business  accuracy  in  their  own 
commercial  enterprises  to  treat  the  business  of  the  church  in  a  slovenly  fashion. 
Christian  Century,  Vol.  43  (29  July  1926),  932. 

*•  Teunis  D.  Hamlin,  “Business  Principles  in  the  Administration  of  Churches,” 
Independent,  Vol.  53  ( 1901 ),  2,231. 

“The  Church's  Need  of  the  Efficiency  Engin«*t*r,”  Review  of  Reviews,  Vol. 
45  (12  March  1912),  350-1. 

“  Roger  W.  Babran,  Fundamentals  of  Prosperity  (New  York,  1923),  90. 
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Bruce  Barton,  son  of  a  minister,  and  a  businessman  himself,  also 
rebuked  the  church  for  its  unbusinesslike  attitudes.  In  Barton’s 
analysis  of  the  problem  of  a  businessman’s  belief,  he  specified 
lessons  which  the  church  could  learn  from  business.^^  By  1920 
Roger  Babson  was  able  to  predict  that,  within  25  years,  churches 
would  be  linked  under  a  general  manager  who  would  be  not  a 
parson  but  a  businessman.*^ 

Even  The  Christian  Century,  an  organ  certainly  not  friendly  to 
business  in  religion,  editorialized  in  1933  in  businesslike  language 
and  advocated  efficient  reforms.  “Has  not  our  competitive  denomi- 
nationalism  resulted  in  the  over-expansion  of  our  ecclesiastical 
plant?”  it  asked.*®  It  believed  that  there  were  too  many  churches, 
church  buildings,  denominations,  ministers,  missionary  societies, 
theological  seminaries,  church  papers  and  “a  plant  capacity  out  of 
proportion  to  the  proper  functioning  of  religion  and  the  consump¬ 
tion  capacity  of  the  community.”  It  called  not  only  for  a  shrinkage 
of  the  plant  but  also  a  consolidation  of  its  separate  parts  for  the 
purpose  of  more  potent  functioning.  “The  burden  of  keeping  the 
plant  going  forces  us  to  cheapen  and  dilute  the  product  with  mis¬ 
leading  and  irrelevant  appeals  just  as  business  does,”  it  concluded. 

However,  the  full  impact  of  business  upon  religion  went  beyond 
mere  administrative  reforms,  the  interdenominational  movement, 
and  the  rejection  of  creeds  and  dogmas  save  the  Golden  Rule.  From 
the  turn  of  the  century  to  the  Great  Depression  **  business  adver¬ 
tising  reinterpreted  the  Bible  and  biblical  characters  into  business 
success  language.*^  It  was  suggested  that  advertising  could  help 
sell  the  religious  product  as  successfully  as  the  business  product.** 

"Bruce  Barton,  What  Can  A  Man  Believe?  (Indianapolis,  1927),  188-204. 

"  Babson,  Fundamentals  of  Prosperity,  90. 

"  "Religion  Has  Too  Much  Plant,”  Christian  Century,  Vol.  50  ( 15  Feb. 

1933) ,  215. 

"  It  has  been  suggested  that  the  alliance  between  religion  and  business  ad¬ 
vertising  came  into  wing  at  the  time  of  World  War  I,  when  religion  and  the 
Chamber  of  Commerce  mounted  the  same  platform  to  engage  in  the  selling  of 
war  bonds.  See  Jesse  Rainsford  Sprague,  High  Pressure  (New  York,  1938), 
chap.  V.  See  also  James  Rorty,  Our  Masters  Voice:  Advertising  (New  York, 

1934) ,  chaps.  18,  19,  20. 

"  Regaiding  the  reinterpretation  movement,  a  religious  periodical  said:  "It 
is  interesting  and  sometimes  pathetic  to  see  how  each  age  and  generation,  each 
culture  and  civilization,  attempts  to  authenticate  its  most  cherished  ideals  by 
writing  them  into  the  character  of  Jesus.”  Bouck  White’s  The  Call  of  the  Car~ 
penter,  in  which  Christ  was  made  the  patron  saint  of  the  revolutionary  movement, 
was  suggested  as  antidote  to  the  business  reinterpretation.  "Jesus  as  Efficiency 
Expert,”  Christian  Century,  Vol.  42  (2  July  1925),  851-2. 

"See  Reinhold  Niebuhr,  "What  are  the  Churches  Advertising?”,  Christian 
Century,  Vol.  41  (27  Nov.  1924),  1,532-3. 
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One  of  the  chief  exponents  of  advertising  was  Dr.  C.  F.  Reisner,*® 
who,  in  preparing  a  book  for  the  Methodist  Book  Concern,  sent  a 
questionnaire  to  78  ministers  on  whether  the  church  might  use  any 
legitimate  advertising  methods  which  the  businessman  employed. 
Seventy-five  answered  yes;  three,  no.  Dr.  D.  E.  Weigle,  Lutheran 
pastor  of  Philadelphia,  gave  a  typically  affirmative  answer  which 
expressed  confidence  in  an  analogy  of  church  and  business  institu¬ 
tions:  “Certainly.  We  must  be  about  our  Father’s  business.  The 
church  is  a  great  corporation  and  her  vestrymen  are  directors 
organized  for  the  transaction  of  the  most  vital  business  because  of 
its  direct  bearing  upon  our  eternal  destiny.” ‘‘®  As  the  power  of 
publicity  was  impressed  upon  the  churches  in  the  twentieth  cen¬ 
tury,  several  important  facts  were  emphasized  upon  the  minds  of 
successful  pastors  adopting  the  modem  attitudes.  A  church  would 
find  the  necessary  money  for  vital  publicity  work  if  it  would  look 
to  businessmen  for  aid.'*^  Any  pastor  could  leam  to  write  telling 
copy  by  reading  a  few  good  lxK)ks,  watching  display  advertising  in 
the  daily  papers,  and  studying  the  effect  of  the  printed  matter  upon 
people.^®  Not  only  were  churches  to  advertise;  they  were  to  assure 
their  audiences  that  their  programs  were  more  interestingly  planned 
and  varied.^® 

Rather  than  argue  over  such  minutiae  as  authorship  of  the  Bible 
or  question  the  miracles  within  the  Holy  Book,  the  businessman 
preferred  to  reinterpret  the  Gospel  he  had  always  admired  in  the 
light  of  his  own  mundane  experiences.^^  Milton  Hershey,  the 
chocolate  king,  although  he  did  not  carry  Bibles  with  him  on  his 
travels  for  free  distribution  purposes,  as  had  Jay  Cooke,  or  bother 
to  acquire  an  expensive  collection  of  biblical  manuscripts,  as  did 
J.  P.  Morgan,  was  responsible  for  reprinting  an  article  entitled  “The 
bcK)k  that  has  helped  most  in  business,”  and  for  circulating  the 

"An  advertisement  of  Reisner’s  read:  “Come  to  Church.  Public  worship 
increases  your  efficiency”;  see  Jesse  Rainsford  Sprague,  “Religion  in  Business,” 
Harpers,  Vol.  155  (Sept.,  1927),  438,  See  also  Christian  Century,  Vol.  46  (7 
Feb.  1929),  192-3,  for  attack  upon  Reisner’s  business  methods. 

"Christian  F,  Reisner,  Church  Publicity  (New  York,  1913),  74. 

*'  Christian  Century,  Vol.  43  (25  Feb.  1926),  268. 

“See  Lloyd  C.  Douglass,  “Comely  Praise,”  Christian  Century,  Vol.  43  (21 
Jan.  1926),  76,  on  effective  and  businesslike  newspaper  publicity  for  churches. 

“  See  Roy  L.  Smith,  Winning  Ways  for  Working  Churches  ( New  York, 
1932),  165;  Reisner,  Church  Publicity,  283;  Christian  Century,  Vol.  42  (20 
Aug.  1925),  1,054. 

“  For  economic  and  spiritual  significance  of  the  Bible  to  the  earlier  Ameri¬ 
can  businessman,  see  Lane,  Commodore  Vanderbilt,  320;  Appel,  Business  Biog¬ 
raphy  of  John  Wartamaker,  16-17, 
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reprints  in  his  company.^*  Naturally  the  business  tract  was  the 
Bible,  but  it  was  described  in  language  that  the  nineteenth-century 
businessman  might  not  have  condoned.  The  theme  of  the  article 
was  that  even  if  one  did  not  believe  a  word  inside  the  covers,  a 
businessman  owed  a  Bible  education  to  his  son  for  it  would  mean 
money  in  his  pockets.  The  Bible  was  deemed  profitable  for  several 
reasons.  It  was  a  drill  in  simple,  direct,  powerful  Anglo-Saxon,  the 
kind  of  language  used  in  modem  business  advertising,  and  the 
best  textbook  on  the  subject  in  its  field.  It  was  a  course  in  sales¬ 
manship;  it  was  an  encyclopedia  of  human  nature;  it  was  a  textbook 
in  business  English.  ^ 

When  a  professor  of  biblical  interpretation  of  the  University  of 
Southern  California  persuaded  Hollywood  to  open  its  Bible,  one  of 
the  principal  questions  posed  by  his  study  group  was:  if  business 
is  business,  can  the  Bible  be  businesslike?^^  To  emphasize  the 
Gospel’s  utility  the  professor  concentrated  on  Paul’s  letters,  which 
he  translated  into  modem  practical,  highly  eflBcient  principles  of 
present-day  industry.  “One  Thessalonian  letter,”  he  commented, 
“has  enough  spiritual  and  social  voltage  to  turn  the  wheels  of 
American  industry.”  Although  the  professor’s  study  group  had  little 
time  for  Pauline  theology,  they  found  Paul’s  common  sense  a  wel¬ 
come  revelation  because  “their  good  sense  insulated  the  discussions 
from  the  destmctive  voltage  of  theological  lightning  or  sectarian 
short  currents.” 

Certain  books  of  the  Bible,  in  addition  to  the  writings  of  Paul 
“who  was  so  practical  it  hurt,”  were  particularly  useful.  Insurance 
men  could  find  many  of  the  fundamental  points  covering  various 
risks  and  extent  of  liability  in  Exodus.*"^  One  of  Chicago’s  best  bond 
salesmen  obtained  many  of  his  most  telling  arguments  from  the 
book  of  Ezekiel.*^  To  an  advertiser,  three  of  the  best  principles  of 
copy  writing  were  exemplified  in  the  New  Testament  parables: 
economy  of  words,  simplicity,  and  genuineness.^® 

The  Golden  Twenties  also  witnessed  a  reinterpretation  of  many 

“  “The  Book  that  has  helped  most  in  Business,”  American  Magazine,  Vol.  84 
(24  Dec.  1917),  103.  This  article  was  anonymous,  although  it  has  been  dis¬ 
closed  that  Hershey  helped  to  sponsor  its  pubUcation.  Snavely,  Milton  S.  Her- 
shey,  BuUder,  221. 

*•  Karl  Siunner  Knopf,  “Hollywood  opens  its  Bible,”  Christian  Century,  Vol. 
45  (20  Dec.  1928),  1,553-4. 

"Walter  Painter,  “Give  Moses  a  Chance,”  Colliers,  Vol.  75  (10  Jan.  1925), 
29. 

^Ibid. 

*•  Bruce  Barton,  “Human  Appeals  in  Copy,”  J.  George  Frederick,  ed.,  Masters 
of  Advertising  Copy  (New  York,  1925),  68^9. 
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of  the  famous  biblical  personages  in  twentieth-century  success  lan¬ 
guage.  As  was  succinctly  expressed  in  the  Hershey  article,  if  “every¬ 
thing  must  be  sold,”  it  was  only  natural  and  fitting  to  look  upon 
the  Bible  as  a  “record  of  the  lives  of  the  greatest  salesmen  who  ever 
lived.”  Christ,  of  course,  was  the  favorite.  Bruce  Barton’s  best 
seller.  The  Man  Nobody  Knows,  caught  the  neglected  aspects  in 
the  career  of  Jesus  of  Nazareth  and  found  a  new  patron  saint  for 
industrial  giants.'^  According  to  Barton,  Jesus  picked  up  12  men 
from  the  bottom  ranks  bf  business  and  forged  them  into  an  organi¬ 
zation  that  conquered  the  world.  The  business  thesis  was  that  great 
progress  would  be  made  in  the  world  only  by  destroying  the  idea 
that  there  was  any  difference  between  work  and  religious  work. 
Barton  reasoned  that  the  time  a  man  devoted  to  his  daily  business 
activities  was  just  as  consecrated  as  the  time  lent  to  church  meetings 
and  social-service  activities.  The  author  subscribed  to  two  ideas 
long  honored  in  the  business  community:  that  business  was  a  divine 
calling  because  of  its  service  functions,  and  that  business  was  an 
equal  partner  of  Cod  in  setting  right  the  world. 

Others  besides  the  journalistic  son  of  a  preacher  could  see  Jesus 
as  a  businessman.  The  Reverend  Anson  P.  Atterbury  in  writing 
on  “The  Many  Sided  Christ”  found  Jesus  to  be  “the  practical  man 
of  affairs.  He  is  a  hard-headed  common  sense  business  man.”°^ 
Certainly  one  of  Christ’s  business  attributes  was  that  of  an  adver¬ 
tiser.  An  example  of  his  advertising  ingenuity  was  that  he  preached 
in  odd  places:  a  fisherman’s  boat;  on  top  a  rock  on  a  mountain 
side;  at  a  wayside  well;  on  some  humble  cottage  doorstep.®*  Be¬ 
cause  He  usually  spoke  in  market  places,  the  current  voice  of  reli¬ 
gion  was  urged  to  make  itself  heard  in  modem  market  places  such 
as  The  New  York  Times,  The  Saturday  Evening  Post,  and  Cosmo¬ 
politan.^^  Another  explanation  of  His  popularity  was  His  perform¬ 
ance  of  miracles  and  the  reports  of  those  miracles  by  His  disciple 
press-agents  who  excited  crowds  into  watchful  waiting  for  one 
more  magical  performance.  For  the  first  successful  advertiser  of 
the  new  church  was  the  one  who  got  out  and  plastered  the  country¬ 
side  with  posters  proclaiming:  ®^ 

** Bruce  Barton,  The  Man  Nobody  Knows  (Indianapolis,  1925),  89. 

"  Anson  P.  Atterbury,  “The  Many  Sided  Christ,”  Biblical  World,  Vol.  25 
(1905),  450. 

“W.  B.  Ashley,  “The  First  Successful  Church  Advertiser,”  W.  B.  Ashley, 
ed.,  Church  Advertising  Its  Why  and  How  (Philadelphia,  1917),  98. 

“  Barton,  in  Frederick,  ed..  Masters  of  Advertising  Copy,  73-74. 

**  Ashley,  in  Ashley,  ed..  Church  Advertising,  108. 
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Repent 

Come  and  See  One  Who  Claims 
TO  BE  THE  Christ! 

Hear  Rabbi  Jesus,  the  teacher  who  has  all 
the  other  rabbis  guessing. 

Jesus,  however,  shared  with  His  Father  the  distinction  as  the  fore¬ 
most  advertiser.  “When  He  lighted  the  ‘flaming  bush’  which  did  not 
consume  itself  and  attracted  the  attention  of  Moses,  He  made  our 
$50,000  a  year  electric  signs  look  insignificant,”  an  enthusiast  de¬ 
clared.®®  God’s  next  step  in  the  role  of  advertising  was  when  He 
turned  Moses’  hand  leprous,  then  white  as  flesh;  but  His  greatest 
publicity  manifestation,  it  was  suggested,  was  the  plagues  of  Egypt. 

Old  Testament  personages  were  equally  fit  subjects  for  business 
translation,®®  starting  with  Adam  and  Eve.  Adam  as  a  character  in 
the  garden  of  Eden,  fattening  on  the  fruits  that  grew  without  labor, 
was  not  particularly  attractive  to  the  business  community.  “We  care 
little  for  that  brief,  inglorious  period  in  his  existence.  It  could  not 
last  long,”  reasoned  a  businessman  who  was  probably  thinking  of 
Benjamin  Franklin  business  maxims.®^  When  Adam  bit  the  apple, 
he  became  a  more  glorious  figure:  the  first  man  with  conscience 
and  a  knowledge  of  moral  responsibility.  In  fact,  the  business 
scribe  was  prone  not  to  like  the  first  couple  until  the  apple  affair 
had  transpired  because  thereafter  they  were  no  longer  pensioners 
but  were  as  two  trapped  business  people  “working  to  pay  off  the 
mortgage.”  Noah  was  characterized  as  a  man  who  knew  his  time 
but  could  not  lead.  In  a  certain  sense,  he  was  a  business  failure 
for  he  had  preached  for  120  years  to  an  ever-diminishing  congre¬ 
gation.®*  Moses  received  almost  as  much  transformation  as  Jesus 
because  “out  of  all  the  Plenipotentiaries  of  Publicity,  Ambassadors 
of  Advertising  and  Bosses  of  Press  Bureaus,  none  equals  Moses  .  .  . 

“  D.  W.  Wiegle,  “Cause  and  Effect,”  W.  B.  Ashley,  ed..  Church  Advertising, 
21-22. 

"  As  examples  of  both  Old  and  New  Testament  personalities  there  existed 
“no  finer  example  of  service  salesmanship  than  the  story  of  Apostle  Paul,”  John 
Lee  Mahin,  “The  Preacher  as  a  Salesman,”  W.  B.  Ashley,  ed..  Church  Adver¬ 
tising,  186.  See  also  Knopf,  “Hollywood  opens  its  Bible,”  Christian  Century 
(20  Dec.  1928),  1,553.  Charles  Reynolds  Brown,  These  Twelve  (New  York, 
1926),  136,  called  attention  to  Matthew  as  a  Man  of  Business.  See  Painter, 
“Give  Moses  a  Chance,”  Colliers  ( 10  Jan.  1925),  29,  for  use  of  the  figures,  Mary 
and  Martha,  in  advertising. 

"  Bruce  Barton,  “The  Greatest  Men  in  the  Bible,”  Colliers,  Vol.  77  ( 20  Feb. 
1926),  10.  See  also  Bruce  Barton,  “The  Bible’s  Greatest  Women,”  Colliers, 
Vol.  77  (  20  March  1926),  7. 

“  Barton,  “The  Greatest  Men  in  the  Bible,”  Colliers  (20  Feb.  1926),  11. 
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[who]  .  .  .  appointed  himself  ad-writer  for  Deity.”  “*  In  even  more 
sprightly  language,  the  Metropolitan  Casualty  Life  Insurance  Com¬ 
pany  of  New  York,  in  a  handsome  booklet  titled  “Moses  Persuader 
of  Men”  suggested: 

If  you  are  engaged  in  the  business  of  selling,  whether  it  be  ships  or  shoe¬ 
strings,  bridges  or  beads,  incubators  or  insurance,  spend  a  little  time  once  in 
a  while  thinking  about  Moses  and  the  Faith  and  the  Courage  that  made  him 
a  Dominant,  Fearless  and  Successful  Personality  in  one  of  the  most  magnificent 
selling  campaigns  that  history  ever  placed  upon  its  pages. 

Moses  was  declared  a  supersalesman  and  a  great  real  estate  pro¬ 
moter.  If  one  wanted  to  know  who  was  the  greatest  businessman 
that  ever  lived,  he  was  instructed  to  read  how  Moses  put  through 
the  “Promised  Land  Company  Idea.” 

The  Christian  Century,  taking  cognizance  of  the  business  impact 
upon  American  Protestantism,  had  been  worried  as  to  how  it  would 
be  possible  to  refute  the  charges  of  European  critics  that  “we  Ameri¬ 
cans  boom  Christianity  as  a  good  business  proposition.”  Its  wor¬ 
ries  were  perhaps  lessened  when  the  cruder  aspects  of  business 
entry  into  the  church  were  halted  by  the  depression.®*  But  business, 
by  furthering  the  interdenominational  movement  and  the  entry  into 
religious  affairs  of  business  standards  and  procedures,  had  a  lasting 
impact  on  American  Protestantism. 

Notebook  of  Elbert  Hubbard  (New  York,  1927),  65. 

*  Quoted  by  Jesse  Rainsford  Sprague,  “Religion  in  Business,”  Harpers,  Vol. 
155  (Sept,  1927),  435. 

**  Not  only  were  men  and  women  of  the  Bible  transformed  into  business 
figures;  so  were  the  children  of  the  Bible.  To  three  descendants  of  Cain  the 
debt  for  the  beginning  of  the  modem  world  was  owed.  Jabal  began  the  organi¬ 
zation  of  the  food  business,  Jubal  was  the  father  of  music,  and  Tubalcain  was 
the  first  blacksmith,  or  “founder  of  industry.”  Bruce  Barton,  “Children  of  the 
Bible,”  Good  Housekeeping,  Vol.  88  (Jan.,  1929),  169. 

^Christian  Century,  Vol.  42  (21  May  1925),  658. 

Christian  Century,  Vol.  41  (28  Aug.  1924),  1,122;  Christian  Century,  Vol. 
51  (16  May  1934),  660. 


153  — 


By  Kwang-Ching  Liu 

GRADUATE  STUDENT  AT 
HARVARD  UNIVERSITY 


Financing  a  Steam -Navigation 

Company  in  China,  1861-62' 


€  Russell  &  Co.,  the  Boston  partnership  which  had  long  been  prominent 
in  the  China  trade,  found  its  business  as  commission  agent  in  a  state  of 
serious  decline  by  1861.  Therefore  Edward  Cunningham,  a  junior  partner 
resident  in  Shanghai,  conceived  the  idea  of  founding  a  steamship  line  to 
operate  up  the  Yangtze  River.  This  venture  would  require  a  capital  far 
exceeding  that  used  by  Russell  Co.  in  its  commmion  business.  The 
head  of  the  firm,  Paul  Sieman  Forbes,  who  lived  in  New  York  and  New¬ 
port,  spurned  the  project  in  favor  of  more  lucrative  and  secure  investments 
in  the  United  States.  Cunningham  then  showed  his  promotional  abilities 
by  raising  the  necessary  capital  in  China.  Not  only  was  the  resultant 
Shanghai  Steam  Navigation  Company  profitable  in  itself,  it  also  brought 
much  commission  business  to  Russell  if  Co.  This  article,  based  mairdy  on 
the  manuscript  records  of  the  Forbes  family,  contributes  to  a  more  realis¬ 
tic  estimate  of  the  amount  of  American  capital  in  the  Far  Eastern  trade 
and  to  a  greater  appreciation  of  the  administrative  problems  and  methods 
involved. 


The  old  China  trade  is  still  in  the  memory  of  New  England 
and  stands  as  a  record  of  this  country’s  relations  with  the  Far  East. 
The  extensive  activities  of  American  agencies  and  commission 
houses  in  China  typify  the  expansion  of  mercantile  capitalism.  A 
forgotten  episode  in  this  story  is  the  steam-navigation  enterprise 
established  by  Russell  &  Co.  in  1861-62  and  successfully  operated 
by  this  firm  until  1877,  when  it  was  sold  to  a  Chinese  company. 
TTiis  enterprise  had  at  one  time  a  fleet  of  18  steamers,  magnificent 
American  steamboats  of  the  Hudson  or  Charleston  types  — larger 

‘  This  study  represents  the  first  attempt  to  use  the  Forbes  Collection  at  Baker 
Library,  part  of  an  extensive  donation  to  Harvard  by  Mr.  W.  Cameron  Forbes 
(see  Robert  W.  Lovett,  “The  Collection  of  W.  Cameron  Forbes,”  Harvard 
Library  Bulletin,  Vol.  5  [Autumn,  1951],  381-5).  Other  sources  in  Baker  Li¬ 
brary  concerning  Russell  &  Co.  are  discussed  in  “China  and  Foreign  Devils,” 
Bulletin  of  the  Business  Historical  Society,  III  (Nov.,  1929),  9-19,  and  “Perkins 
&  Co.,  1803-1827,”  ibid.,  VI  (March,  1932),  1-5.  Printed  papers  of  the  Shang¬ 
hai  Steam  Navigation  Company  —  the  original  collection  of  Henry  Sturgis  Grew 
—  can  be  found  in  Widener  Library.  (On  H.  S.  Crew,  see  the  biographical  note 
in  his  Letters  from  China  and  Manda,  185S-1862  [privately  printed,  19271.) 
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in  its  time  than  the  steam  fleet  of  any  British  firm  in  China.  From 
1867  to  1872,  this  American  fleet  had  a  virtual  monopoly  of  the 
steam  traffic  on  the  Yangtze  River,  while  enjoying  a  dominant 
position  also  in  some  lines  on  the  China  coast.  As  Robert  Bennet 
Forbes  recalls  in  his  brief  history  of  Russell  &  Co.,  it  was  this  steam 
enterprise  which  kept  that  old  commission  house  going  in  the  last 
years  of  the  maritime  expansion  of  Massachusetts:  ^ 

Throughout  this  period  of  steam  prosperity  the  house  flourished  also,  making 
up  for  the  decay  of  the  general  trade  by  local  business  brought  in  by  the  con¬ 
trol  of  the  steam  company.  Their  income  was  as  large  as  their  most  prosperous 
years.  .  .  . 

Today  this  story  should  be  of  interest  to  the  historians  of  the 
American  steamboat,  for  this  is  the  first  time,  as  it  were,  that  Ameri¬ 
can  and  British  steamers  of  river  and  coastal  types  were  brought 
to  a  contest.  In  the  very  years  when  Britain  was  taking  away  from 
the  United  States  her  lead  in  ocean  steam,  American  steamboats  — 
the  low-draft  sidewheelers  perfected  in  America’s  own  internal 
waterway  expansion  —  proved  to  be  far  superior  in  these  distant 
waters  of  China.  (These  were  boats  between  500  and  2,000  tons; 
some  of  them  were  “knocked  down”  and  sent  to  China  in  sailing 
vessels,  to  be  set  up  there. )  No  better  testimony  to  their  superiority 
can  be  given  than  this  from  a  British  official  report  from  Hong  Kong 
dated  1861:  » 

As  far  as  river  navigation  is  concerned,  our  attempts  to  compete  with  Jona¬ 
than  are  simply  absurd,  as  those  who  own  English  steamers  here  at  present, 
must,  ere  this,  have  discovered  to  their  cost.  But,  even  in  sea-going  steamers, 
if  “the  proof  of  the  pudding  be  in  the  eating,”  we  should  wish  to  know  where 
the  British  steamers  are,  which  are  as  swift,  as  safe,  as  commodious,  as  serv¬ 
iceable  or  as  economical  in  expenditure  of  fuel  as  Yangtze  or  Peiho? 

As  late  as  1865,  the  Commissioner  of  Customs  at  Shanghai  re¬ 
ported:  * 

•Robert  B.  Forbes,  Personal  Reminiscences,  2nd  ed.  rev.  (Boston,  1882), 
366.  In  1876,  on  the  eve  of  the  sale  of  the  Russell  fleet  to  the  Chinese-govem- 
ment'Sponsored  China  Merchants’  Steam  Navigation  Company,  it  had  a  total  of 
16  steamers  (a  total  cf  11,204  tons);  among  the  rival  companies  in  China,  the 
China  Navigation  Company  (Butterfield  &  Swire  &  Co.,  agents)  had  six 
steamers,  the  China  Coast  Steam  Navigation  Company  (Jardine,  Matheson  & 
Co.,  agents)  had  six,  while  the  China  Merchants’  Steam  Navigation  Company 
had  just  overtaken  the  American  fleet  by  having  17  steamers  (a  total  of  11,706 
tons).  (Imperial  Maritime  Customs,  Report  on  Trade  at  the  Treatu  Ports,  1877 
[Shanghai,  18781,  76-77;  also  references  in  North-China  Herald,  Shanghai, 
hereafter  NCH. ) 

•Quoted  in  Fred  E.  Dayton,  Steamboat  Days  (New  York,  1925),  375-82. 
The  date  of  this  report  is  determined  by  its  mention  of  the  American-built 
steamer  Yan^ze  ( owned  by  Dent  &  Co. )  as  having  run  for  nearly  three  years. 

*  Imperial  Maritime  Customs,  Report  on  Trade  at  the  Treaty  Ports,  1865 


The  Americans  at  Shanghai  are  as  in  the  case  everywhere  eke  [in  China], 
in  the  ascendant  as  regards  shipping;  it  is  impossible  to  compete  with  their 
steamers,  except  by  opposing  them  with  others  of  the  same  kind,  and  built 
on  the  same  model.  On  the  Yangtze  line,  seven  steamers  out  of  nine  are 
American;  the  others  are  distributed  on  the  Ningpo,  Hongkong  and  Japan 
routes.  .  .  . 

From  the  point  of  view  of  business  history,  however,  what  is 
perhaps  more  significant  than  the  American  technological  triumph 
represented  by  this  enterprise  is  the  triumph  of  American  entre¬ 
preneurship,  for  the  di£Scult  practical  question  was:  how  was  Russell 
&  Co.  to  find  the  capital  to  buy  American  steamboats?  A  commis¬ 
sion  house  in  the  China  trade,  Russell  &  Co.  had  acted  mainly  for 
constituents  and  had  very  little  capital  of  its  own.  How  then  did  it 
solve  the  problem  of  its  transition  to  the  industrial  age?  Was  it 
possible  at  the  time  to  get  fresh  capital  from  the  United  States? 

The  noteworthy  aspect  of  Russell  &  Co.’s  steam-navigation  enter¬ 
prise,  as  the  following  pages  will  show,  is  the  fact  that  it  did  not 
rely  on  the  capital  of  the  commission  house  itself,  nor  on  investment 
from  the  United  States.  Chiefly  as  a  result  of  the  efforts  of  a  younger 
China  merchant,  Edward  Cunningham  (1823-89)  of  East  Milton, 
Massachusetts,"  capital  for  the  enterprise  was  organized  locally  in 
China,  among  subscribers  mainly  composed  of  Chinese  comprador- 
merchants  and  British  traders  residing  in  China.  The  story  of  this 
enterprise  is  therefore  primarily  that  of  a  tour  de  force  in  the  work 
of  promotion  —  in  the  unique  setting  of  China’s  treaty  ports. 

From  the  point  of  view  of  business  institutions,  the  arrangement 
by  which  local  capital  was  brought  into  the  enterprise  is  also  of 
interest,  for  this  arrangement  was  in  fact  an  extension  of  a  time- 
honored  practice  of  commission  houses,  which  frequently  acted  as 
agents  for  owners  of  vessels.  The  capital  of  Russell  &  Co.’s  steam- 


( Shanghai,  1866),  133.  After  1871,  primarily  because  of  the  lower  cost  of 
building  in  Britain,  Russell  &  Co.  itself  ordered  all  its  new  steamers  from  Glas¬ 
gow  —  furnished  with  English  machinery,  but  built  on  American  modek.  ( See 
Cunningham  to  P.  S.  Fodies,  18  and  20  April,  and  Cunningham  to  Russell  & 
Co.,  Shanghai,  18  May  1871,  Forbes  Collection  —  hereafter  FC.)  Of  Russell  & 
Co.'s  16  steamers  in  1876,  six  were  such  Englkh-built  American  modek.  (U.S. 
Congress,  House  Miscellaneous  Documents,  45th  Cong.,  2nd  sess.,  no.  31,  “Tes¬ 
timony  taken  before  the  Committee  on  Expenditures  in  the  State  Department” 
[Washington,  D.  C.,  1878],  part  2,  pp.  230-1.) 

*  Edward  Cunningham  was  clerk  with  Russell  &  Co.,  1845-49,  and  partner, 
1850-57,  1861-63,  and  1867-77.  In  1850-54,  he  was  very  active  in  his  capacity 
as  American  Vice-Consul  in  Shanghai.  (Tyler  Dennett,  Americans  in  Eastern 
Asia  [New  York,  1922],  210  and  217  ff.)  Cp.  Cunningham’s  own  essay.  Our 
Political  and  Commercial  Relations  with  China  (Washington,  D.  C.,  1855); 
copy  in  Massachusetts  Hktorical  Society. 
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navigation  enterprise  was  organized  on  a  joint-stock  basis,  under 
the  Shanghai  Steam  Navigation  Company.  However,  Russell  & 
Co.  was  to  serve  as  “permanent  agents  and  treasurers”  of  this  com¬ 
pany  —  actually  to  manage  and  control  its  entire  business.  Russell 
&  Co.  was  thus,  in  the  full  role  of  the  modem  entrepreneur,  opera¬ 
ting  a  large-scale  transport  service. 

In  the  years  1861-62,  when  Edward  Cunningham  was  working 
on  the  creation  of  this  enterprise,  John  Heard,  of  the  rival  American 
house  Augustine  Heard  &  Co.,  was  still  in  Shanghai.  In  his  memoirs 
(written  in  1891),  he  writes:  * 

An  attempt  was  made  about  this  time  to  get  up  a  steamer  company.  Russell 
&  Co.  were  the  promoters  and  after  some  vicissitudes,  it  was  successful,  under 
the  name  of  the  Shanghai  Steam  Navigation  Company.  We  had  a  plan  of 
the  same  kind  under  consideration  but  I  gave  it  up.  I  still  think  we  were 
right  in  doing  so,  for  although  Russell  &  Co.  were  very  successful,  for  a  long 
time  it  had  the  effect  of  merging  the  house  —  the  mercantile  house  —  into  a 
steamer  agency. 

From  the  point  of  view  of  the  mercantile  tradition,  “steamer  agency” 
was  perhaps  a  less  dignified  business.  Yet  it  was  surely  more  in 
step  with  the  industrial  age,  which  Western  traders  were  at  this 
time  ushering  into  Asia. 

The  Commission  House  and  the  Steam  Fleet 

Russell  &  Co.'s  opportunity  to  enter  into  the  steam-navigation 
business  in  China  came  at  a  time  when  its  traditional  commission 
business  in  trade  had  declined,  as  a  result  of  the  new  speculative 
tendency  in  the  China  trade  and  British  competition  in  imports  to 
the  United  States.  Edward  Cunningham  analyzed  the  situation  as 
of  early  1861  as  follows:  “I  see  all  our  business  gone  &  I  look  around 
to  find  who  has  it.  Not  Heards,  or  any  house  on  commission.  It  is 
being  done  by  parties  on  their  own  account.  .  .  .  The  business  has 
become  too  complicated  to  be  done  by  agents.  Distant  principals 
fall  off  and  trade  falls  into  the  hands  of  those  who  will  operate 
themselves  on  the  spot.”  ^ 

"John  Heard,  III,  “Diary,  1891,”  Heard  Collection  (at  Baker  Library,  here¬ 
after  HC),  FP-4,  pp.  139-40.  Heard  &  Co.  operated  normally  one  and  some¬ 
times  two  steamers  on  the  Yangtze  River  in  the  period  1861-67,  but  did  not 
set  up  a  large  project  like  Russell  &  Co.'s.  Cp.  Mary  Gertrude  Mason,  “Aspects 
of  the  Trade  between  China  and  America,  lWO-1870,”  Bulletin  of  the  Business 
Historical  Society,  X  (April,  1936),  24-28. 

^Cunningham  to  P.  S.  Forbes,  4  June  1861,  FC.  (Cunningham  in  this 
letter  overstates  the  case,  since  the  commission  business  of  Russell  &  Co.  con¬ 
tinued  for  many  years  after  1861;  see  below,  p.  180.  For  further  description  of 
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For  the  new  term  of  partnership  1861-63,  two  important  partners 
were  sent  over  to  China:  Edward  Cunningham,  to  return  to  his 
former  post  in  Shanghai,  and  Warren  Delano,  Jr.,*  an  old  China 
merchant  of  the  Canton  factory  days,  to  the  senior  house  at  Hong 
Kong.  While  the  two  men  had  the  responsibility  for  devising  ways 
to  revive  the  house’s  fortunes,  they  were  also  presented  with  a  new 
opportunity.  As  a  result  of  the  new  treaty  settlement  between 
China  and  the  powers  in  1858-60,  three  ports  on  the  Yangtze  River 
and  three  on  the  North  China  coast  were  opened  for  the  first  time 
to  foreign  navigation  and  trade.* 

How  was  Russell  &  Co.  to  profit  from  this  situation?  Within  a 
few  weeks  of  his  return  to  Shanghai  after  an  absence  of  three  years, 
Edward  Cunningham  proposed  that  the  firm  enter  the  steam-navi¬ 
gation  business  in  China,  starting  with  a  small  line  of  three  steamers 
on  the  Yangtze  River.  The  volume  of  trade  and  of  passenger  traffic 
on  this  river,  from  whose  banks  the  Taiping  rebels  were  about  to 
be  cleared,  was  believed  to  be  “incalculable.”  Moreover,  Cunning¬ 
ham  was  convinced  that  the  low-draft  steamboat  of  the  Mississippi 
type  was  best  suited  to  navigation  on  the  Yangtze.  As  he  wrote 
to  Paul  Sieman  Forbes,  the  head  of  the  house  residing  in  the  United 
States: 

For  such  work  &  such  a  river  there  are  no  boats  in  the  world  that  can  com¬ 
pete  an  hour  with  the  boats  that  navigate  the  Western  rivers  of  America.  .  .  . 

The  only  rivals,  supposing  them  once  established,  they  have  to  fear,  are 
American  boats  like  themselves.  There  is  no  one  likely  to  establish  a  line 
among  the  Americans  and  the  English  are  so  infatuated  with  their  own  boats 
that  they  are  not  likely  to  attempt  American  boats  until  compelled  to  do  so. 

Cunningham  estimated  that  a  line  of  three  steamers  in  regular 

the  difficulties  encountered  by  China  merchants  who  were  trying  to  act  on  a 
commission  basis  for  distant  principals,  see  S.  G.  Checkland,  “An  English  Mer¬ 
chant  House  in  China  after  1842,^  Bulletin  of  the  Business  Historical  Society, 
XXVII  [Sept.,  1953],  162-9.)  Russell  &  Co.'s  exchange  business  in  China’s 
treaty  ports,  which  had  been  veiy  large  in  the  late  1840’s  and  early  1850’s,  had 
by  this  time  also  declined.  (Foroes,  Reminiscences,  359-61.) 

•  Warren  Delano,  Jr.,  was  partner  of  Russell  &  in  1840-46  and  1861-66. 
On  his  unsuccessful  industrial  ventures  in  the  United  States  in  the  1850’s,  see 
J.  M.  Forbes  to  P.  S.  Forbes,  8  Nov.  and  7  Dec.  1857,  “Letters  of  John  Murray 
Forbes,  1843-1867”  (typewritten  volume  at  Baker  Library  —  hereafter  LJMF); 
also  Daniel  W.  Delano,  Jr.,  Franklin  Roosevelt  and  the  Delano  Influence  ( Pitts¬ 
burgh,  1946),  chap.  9. 

•  This  is  the  so-called  second  treaty  settlement  —  the  result  of  the  treaties 
negotiated  in  1858  and  the  two  conventions  of  1860  at  the  conclusion  of  the 
Anglo-French  expedition  to  Peking.  Hankow,  Kiukiang,  and  Chinldang  on  the 
Yangtze  River  and  Newchang,  Tengchow  (Chefoo),  and  Tientsin  in  the  Gulf 
of  Pechihli  area  were  opened. 

**  Cunningham  to  P.  S.  Forbes,  1  Feb.  1861,  FC. 
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semiweekly  service  between  Shanghai  and  Hankow  (a  distance  of 
about  600  miles)  would  yield  an  annual  gross  profit  of  $342,000. 

But  how  was  Russell  &  Co.  to  finance  a  steam  line?  A  glance  at 
the  capital  account  of  the  house  shows  clearly  that  it  was  not  pre¬ 
pared  for  this  enterprise  of  the  industrial  age.  Three  sidewheelers 
—  “fully  300  feet  long”  —  were  estimated  to  cost  a  total  of  $480,000. 
For  the  term  1861-63,  the  partners  of  Russell  &  Co.  had  put  up  a 
total  capital  of  only  $400,000,  which,  together  with  some  other 
credits,  made  up  a  working  capital  given  at  $460,000.*' 

It  must  have  been  obvious  to  Cunningham,  therefore,  that  Russell 
&  Co.  could  not  in  any  case  put  up  the  entire  capital  for  the  three 
boats.  Subscriptions  would  have  to  be  solicited  from  individuals 
to  supplement  the  house’s  investment,  in  a  manner  not  unlike  that 
by  which  sailing  vessels  had  sometimes  been  financed  in  the  past. 
However,  Cunningham  asked,  in  view  of  the  good  profits  the 
steamers  would  bring,  should  the  house  not  try  to  put  up  the  main 
part  of  the  capital  required?  Since  commission  business  in  trade 
was  dechning,  was  it  not  best  to  stake  the  house’s  future  on  the 
steam  enterprise? 

As  it  happened,  these  ideas  of  Cunningham’s  were  to  meet  with 
opposition  from  the  other  important  partner  in  China  —  Warren 
Delano,  Jr.  —  who  had  superior  authority  over  the  affairs  of  the 
house  in  China  and  was  in  actual  control  of  the  firm’s  funds.*^ 
Delano’s  opposition  indicates  the  reluctance  of  a  conunission  house, 
even  in  its  declining  days,  to  abandon  its  customary  form  of  busi¬ 
ness.  His  main  reason  for  opposing  Cunningham’s  suggestion  was 
that  Russell  &  Co.  should  not  give  up  its  commission  business  in 
trade,  but  should,  on  the  contrary,  muster  its  resources  to  try  to 
revive  it.  Since  his  return  to  China  in  1860,  Delano  had  decided 
on  a  policy  for  Russell  &  Co.:  namely,  to  give  out  advances  more 
liberally  to  prospective  constituents  with  a  view  to  encouraging 

“  Delano  to  P.  S.  Forbes,  18  Sept.  1861;  cp.  Cunningham  with  P.  S.  Forbes, 
28  June  1863,  annex.  Russell  &  Co.  s  only  other  assets  were  real  estates  in  China 
valued  in  1861  at  $260,000.  Referring  to  another  business  project  ( shipping  rice 
for  the  Chinese  government )  Cunningham  wrote  in  June,  1861 :  “The  only  real 
difficulty  was  the  want  of  money,  .  .  .  times  having  changed  since  we  could 
depend  on  Houqua  for  a  floating  balance  of  2  or  300,000  and  an  extra  200,000, 
in  case  of  great  need.”  (Cunningham  to  P.  S.  Forbes,  14  June  1861,  FC. ) 

**  Cunningham's  proposal  is  discussed  in  Delano  to  P.  S.  Forbes,  14  and  27 
Feb.  and  1  and  16  March  1861;  see  also  Cunningham  to  P.  S.  Forbes,  4  June 
1861,  FC. 

**  Delano’s  superior  authority  is  discussed  in  Delano  to  Nelson  Marvin  Beck¬ 
with,  4  Dec.  1860.  Delano  was  also  in  control  of  the  credits  supplied  to  Russell 
&  Co.  by  Baring  Brothers  &  Co.,  London.  (Cunningham  to  P.  S.  Forbes,  15 
May  1861,  FC.) 


business.  In  February,  1861,  at  the  very  time  when  Cunningham 
was  urging  him  in  repeated  letters  to  make  appropriations  for  the 
immediate  ordering  of  steamers,  Delano  was  engaged  in  carrying 
out  this  policy.  As  he  reported  to  P.  S.  Forbes:  “Our  capital  is  all 
out  and  at  work  at  9%  interest  and  turning  in  commission  at  not 
very  long  intervals.” 

Delano  also  had  a  steamer  project  of  his  own:  a  line  of  three 
steamers  to  run  from  Hong  Kong  and  Canton  to  the  other  coastal 
ports  of  China.  However,  that  Delano  s  chief  concern  was  still  the 
firm's  traditional  commission  business  can  be  seen  in  the  fact  that, 
even  for  this  scheme  of  his  own,  he  did  not  propose  that  the  house 
should  commit  large  capital.  He  hoped  that  the  project  might  be 
financed  mainly,  if  not  entirely,  by  individual  subscribers,  with 
Russell  &  Co.  itself  in  the  role  of  agent.  As  he  wrote  to  P.  S.  Forbes: 
“These  steamers,  however,  are  becoming  a  necessity  upon  the 
coast  and  if  we  can  get  them  up  and  secure  control  and  manage¬ 
ment  of  them  without  having  to  invest  too  much  in  them,  we  must 
try  to  do  it.” 

Only  after  Delano  had  found  it  difiBcult  to  get  subscriptions  for 
this  project  (and  also  after  Cunningham  had  demonstrated  his 
ability  to  get  subscriptions  in  Shanghai  for  the  Yangtze  project) 
did  he  suggest  to  P.  S.  Forbes  that  the  house  might  invest  $100,000 
in  the  coastal  line  —  this  being  the  largest  amount  he  thought  the 
house  could  spare  for  steamers.  As  he  wrote  to  P.  S.  Forbes  on  31 
March  1861: 

With  regard  to  the  subscription  papers  for  the  two  lines,  I  cannot  say  I 
think  there  is  much  chance  in  our  getting  up  the  two  lines.  I  have  however 
little  doubt  about  the  Yangtze  river  line  if  E.  C.  [Edward  Cunningham]  can 
depend  on  his  "Chinese  partners”  [who]  will  join  in  the  enterprise  in  the 
shape  we  place  it.  The  coast  line  I  think  may  be  got  up  if  R.  &  Co.  will 
assume  $100,000  —  and  you  can  place  with  cash  subscribers  $100,000  more  in 
New  York,  Boston  &c.  Native  and  other  friends  in  Canton,  Hongkong,  Foo¬ 
chow  &  Shanghai  may  I  think  be  depended  upon  for  $200,000  —  perhaps  a 
little  more. 

Cunningham,  meanwhile,  had  proceeded  to  organize  some  sub¬ 
scriptions  from  individuals  in  Shanghai  —  believing  that  there  was 
great  urgency  for  action,  since  the  Yangtze  River  was  expected  to 

“  Delano  to  P.  S.  Forbes,  1  March  1861.  “The  experienc'e  of  the  past  six 
months  proves  to  me  that  we  can  use  here  a  large  capital  in  advances  upon 
merchandise  securing  both  interest  and  commissions  and  thereby  making  up  a 
portion  of  our  loss  by  the  withdrawal  of  our  distant  constituents.'*  ( Delano  to 
P.  S.  Forbes,  18  Sept.  1861,  FC.) 

“  Delano  to  P.  S.  Forb^,  16  March  1861,  FC. 

“Delano  to  P.  S.  Forbes,  31  March  1861,  FC. 
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open  in  June  and  there  was  the  prospect  of  spectacular  profits  for 
steamboats  in  the  first  months  after  the  opening.  As  early  as  the 
middle  of  March,  Cunningham  succeeded  in  getting  some  "Chinese 
friends  and  constituents”  to  join  him  in  a  small  project:  the  pur¬ 
chase  of  an  old  steamer  (193  tons)  known  to  be  available  at  San 
Francisco  and  costing  some  $45,000.  As  Cunningham  recalled  later 
in  a  letter  to  P.  S.  Forbes:  “After  strenuous,  honest  efforts  to  do  the 
thing  through  Delano,  perfectly  willing  he  should  have  the  credit 
if  he  would  only  do  it,  I  found  that  I  must  try  other  ways  or  R.  & 
Co.  would  be  left  lagging  behind.  So  I  organized  our  own  little 
company,  &  sent  for  the  Surprise”  Documents  of  this  period  show 
that  it  was  after  hearing  of  the  step  taken  by  Cunningham  that 
Delano  for  the  first  time  expressed  to  Cunningham  his  approval  of 
the  Yangtze  steamer  project. 

Delano  was  in  fact  greatly  vexed  by  the  manner  in  which  Cun¬ 
ningham  had  taken  the  matter  into  his  own  hands,  for  Cunningham, 
as  a  protest  against  Delano’s  lack  of  co-operation,  had  sent  the  order 
for  the  Surprise  directly  to  San  Francisco,  by-passing  th-^  Hong 
Kong  house.  Nevertheless,  on  26  March  Delano  wrote  C  ning- 
ham  for  the  first  time  giving  his  approval  to  the  Yangtze  pluii,  on 
condition,  however,  that  the  house  itself  make  no  investment  in  it. 
As  Delano  put  it:  “I  shall  send  you  herewith  the  draft  of  a  paper 
to  which  our  friends  hereabouts  subscribe  for  the  purpose  of  build¬ 
ing  three  boats  or  less  for  the  Yangtze.  .  .  .  Russell  A  Co.  as  a  firm 
can  take  no  interest  — but  the  individual  partners  may  do  so  to 
the  extent  of  their  wishes  &  means  outside  of  the  house  accounts. 
...  I  quite  approve  of  your  clerks  having  interest  in  the  steamers, 
as  you  see,  ours  have.”  These  ideas  Cunningham  was  constrained 
to  accept,  although,  as  his  letters  to  P.  S.  Forbes  show,  he  felt 
much  “aggrieved”  at  Delano’s  attitude.*® 

”  Cunningham  to  P.  S.  Forbes,  4  June  1861.  See  also  Delano  to  Cunningham, 
26  March,  and  Delano  to  P.  S.  Forbes,  26  May  1861,  FC. 

**  Delano  to  Cunningham,  26  March  1861,  FC. 

“  Cunningham  to  P.  S.  Forbes,  15  May  and  4  and  14  June,  FC.  On  4  June, 
Cunningham  wrote:  “I  claim  distinctly  that  I  am  altogether  the  aggrieved  party. 
Aggrieved  because  Delano  would  not  treat  my  suggestions  for  business  with 
sufficient  consideration.  .  .  .  The  facts  are  that  as  soon  as  I  found  out  what  an 
important  matter  the  steam  navigation  of  the  Yangtze  was  to  be,  I  lost  no  time 
in  giving  him  every  information  and  pressing  upon  him  the  necessity  of  im¬ 
mediate  action.  I  was  so  prompt  that  we  could  have  been  two  months  before 
everyone,  instead  of  two  months  behind.  He  treated  my  suggestions  with  a 
sort  of  lofty  superciliousness,  hard  to  bear  from  a  man  whom  I  had  already  found 
out  to  be  not  supematurally  clever.  ...  He  also  came  near  shutting  up  any 
chance  of  joint  action  in  Yangtze  steam,  for,  in  my  indignation  I,  at  first,  so 


—  161 


As  it  was  worked  out  in  the  months  of  April  and  May,  through 
a  very  strained  correspondence  between  Cunningham  and  Delano, 
a  subscription  plan  of  $320,000  was  set  up.  (It  was  still  hoped 
that  three  sidewheelers  of  a  smaller  size  could  be  bought  with  this 
sum.)  Of  the  total,  $170,000  was  subscribed  in  Shanghai,  about 
$75,000  in  Hong  Kong,  and  about  $75,000  reserved  for  partners  not 
in  China  —  P.  S.  Forbes  and  Robert  Shaw  Sturgis.  As  indicated  in 
Cunningham’s  letter  to  P.  S.  Forbes  dated  14  June  1861,  much  of 
the  allocation  for  Shanghai  was  filled  by  “old  Chinese  friends”  — 
Cunningham  himself  having  taken  only  about  $20,000.  (Another 
important  American  subscriber  was  Thomas  Walsh,  Russell  part¬ 
ner  in  Shanghai  from  1858  to  1860.  In  1861  he  was  with  a  new 
firm  in  Nagasaki.)  Orders  for  new  steamers  were  sent  to  P.  S. 
Forbes  in  New  York  as  early  as  April,  1861.^® 

Delano  once  suggested  that  the  subscribers  to  the  project  should 
form  an  “association.”  It  appears  that  what  was  actually  formed 
was  some  kind  of  organization  based  on  “subscription  papers,”  an 
association  which  would  have  no  clear  existence  outside  of  Russell 
fit  Co.’s  books.  Deliberations  among  subscribers,  who  were  either 
members  of  Russell  fit  Co.  itself  or  their  Chinese  friends,  were 
probably  held  only  informally.  Russell  fit  Co.  was  in  any  case  to 
serve  as  agent  for  the  project.  'The  Surprise,  which  arrived  at 
Shanghai  late  in  July,  1861,  was  operated  by  Russell  fit  Co.  as  its 
own  boat,^^  although  doubtless  under  a  separate  account. 

For  its  agency  Russell  fit  Co.  was  to  receive  regular  commissions. 
Moreover,  Russell  fit  Co.  would  benefit  from  trading  and  other 
opportunities  in  connection  with  the  control  of  the  steamers.  How¬ 
ever,  Edward  Cunningham  regretted  that  the  house  itself  could  not 
own  a  large  share  of  the  steamers  outright,  and  thus  reap  a  great 
part  of  the  direct  profit  of  the  enterprise.  As  he  remarked  to  P.  S. 
Forbes  in  his  letter  dated  4  June  1861  (in  connection  with  a  general 
discussion  of  the  policies  of  the  house ) :  “Meantime  our  policy  this 

wrote.  But,  reflecting  that  he  is  not  the  house,  I  destroyed  my  letter,  drew  up  a 
proper  subscription  list,  and  determined  to  unite.” 

"Delano  to  P.  S.  Forbes,  26  May  1861;  and  Cunningham  to  P.  S.  Forbes, 
15  May,  14  June,  and  11  July  1861,  FC, 

**  “In  the  ownership  of  the  vessels  spoken  of,  I  think  each  individual  interest 
should  extend  through  all  the  vessels  —  which  [sicl  working  for  a  common  fund 
would  avoid  any  jealousy  or  preference  of  one  over  another,  and  would  simplify 
acLX)unts  and  tne  management  generally.  .  .  .  The  proprietors  should  be  an 
association  —  but  avoid  anything  like  incorporation  and  a  charter.”  ( Delano  to 
P.  S.  Forbes,  16  March  1861,  FC. ) 

“Shipping  intelligence,  NCH,  27  July  1861;  Delano  to  P.  S.  Forbes,  14 
Oct.  1861,  FC. 
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term  should  have  been  to  make  our  living  by  steamers  &  to  have 
slid  easily  &  without  loss  into  the  new  order  of  things.  This  great 
line  on  the  Yangtze,  that  we  throw  into  the  hands  of  a  multitude  of 
subscribers,  should  have  been  mainly  kept  in  the  house,  &  helped 
out  our  profits.” 

The  Role  of  the  Head  of  the  House  in  America 

At  this  point  it  is  necessary  to  ask:  what  was  the  attitude  of 
Russell  &  Co.’s  “head  of  the  house,”  Paul  Sieman  Forbes,**  toward 
this  enterprise  in  China?  Residing  most  of  the  time  in  New  York 
and  Newport  since  his  return  from  China  in  1853,  P.  S.  Forbes 
still  put  up  a  large  part  of  Russell  &  Co.’s  capital.  His  account  in 
the  house  in  February,  1861,  stood  at  $288,000  to  his  credit,  of 
which  $165,000  was  loaned  to  partners  of  the  firm  in  China.** 
Would  P.  S.  Forbes  consider  further  investment  in  China  — in  a 
new  steam-navigation  enterprise? 

In  considering  P.  S.  Forbes’s  attitude,  however,  we  must  see  him 
not  only  as  an  investor  in  the  China  trade,  but  also  as  a  business¬ 
man  in  the  United  States,  for  like  the  senior  China  merchant,  J.  P. 
Cushing,  P.  S.  Forbes  had  been  attracted  since  his  return  by  the 
opportunities  for  investment  at  home.  Since  the  early  1850’s,  we 
know  that  he  had  made  large  purchases  of  securities  through  his 
cousin  John  Murray  Forbes,  particularly  those  of  the  railroad  proj¬ 
ects  which  the  latter  promoted.  For  instance,  in  January,  1855, 
P.  S.  Forbes  pui  chased  a  total  of  $200,000  of  the  Military  Tract 
stocks  and  bonds  and  the  Aurora  (Chicago,  Burlington  &  Quincy 
Railroad)  bonds.  In  January,  1856,  he  is  known  to  have  asked  J. 
M.  Forbes  to  make  for  him  another  investment  of  $100,000  in  the 

”  P.  S.  Forbes  was  partner  of  Russell  &  Co.,  1844-73,  and  was  its  head  from 
1846  until  his  retirement.  ( For  the  phrase  “head  of  the  house,"  see  partnership 
agreement  on  the  admission  of  T.  Walsh,  appended  to  Cunningham  to  P.  S. 
Forbes,  12  Oct.  1856,  FC. )  R,  B.  Forbes  was  partner,  1839-44  and  1849-54. 
J.  M.  Forbes  was  partner,  1834-38,  although  in  the  late  1850’s  he  still  retained 
rights  of  “good  will"  —  rights  which  he  held  jointly  with  P.  S.  Forbes.  On  the 
term  1861-^,  J.  M.  Forbes  wrote  P.  S.  Forbes:  “Co-partnership  terms  same  in 
other  respects  with  the  present  one  by  which  the  entire  good  will  of  the  House 
practically  reverts  to  you  at  the  end  of  the  term."  ( J.  M.  Forbes  to  P.  S.  Forbes, 
15  Nov.  1859,  LJMF.) 

“Beckwith  to  P.  S.  Forbes,  14  Feb.  1861  (cp.  Delano  with  P.  S.  Forbes, 
18  Sept.  1861).  Articles  of  Co-partnership  for  the  term  1855-57  show  that 
P.  S.  Forbes  received  from  to  'Hfl  of  the  firm’s  division  of  profits.  As  head  of 
the  house,  P.  S.  Forbes  gave  wide  responsibility  to  his  partners  in  China.  “Some¬ 
one  was  destined  to  wear  the  mantle  &  I  know  of  few  who  would  have  spread  it 
more  widely  over  others  than  I  am  doing.”  ( P.  S.  Forbes  to  R.  B.  Forbes,  15 
July  1858,  FC.) 
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Hannibal  &  St.  Joseph  Railroad  (a  branch  of  the  Chicago  Central 
System).*®  By  March,  1861  (at  the  time  when  Cunningham  was 
working  on  the  steamer  project  in  China),  P.  S.  Forbes  is  known 
to  have  owned  about  $200,000  of  this  railroad’s  bonds  as  well  as  a 
“large  interest”  in  stocks.*® 

Personally  P.  S.  Forbes  was  a  “steam  enthusiast”  —  in  the  tradition 
of  the  Forbes  family’s  fondness  for  things  nautical.**  In  the  1850’s, 
often  in  co-operation  with  R.  B.  Forbes,  P.  S.  Forbes  had  built 
several  steamers  for  Russell  &  Co.’s  use  in  China,  including  the 
composite  steamer  Antelope  ( named  after  the  famous  clipper  ship ) 
and  the  Min.  However,  tliat  P.  S.  Forbes  had  to  weigh  investments 
of  this  type  against  the  surer  prospects  of  securities  in  the  United 
States  is  indicated  by  a  letter  he  wrote  in  February,  1858,  during 
a  short  visit  to  China,  to  R.  B.  Forbes.  P.  S.  Forbes  wrote  in  the 
tone  of  a  chastened  hobbyist:  *® 

I  have  always  had  a  horror  of  having  anything  to  do  with  steam  &  if  I  had 
not,  the  Antelope  &  Min  would  have  cured  me  —  they  beat  your  losses  by 
steam,  that  is  some  100,000$.  The  Antelope  is  now  being  used  by  Uncle  Sam 
[in  China]  for  6  mos  on  a  fair  charter  —  but  we  shall  sell  her  as  soon  as  we 
can  find  someone  green  eno  to  buy  her.  I  beg  therefore  you  won't  suggest 
any  more  steam  operations  —  there  is  only  one  more  possible  for  R.  &  Co.  &  I 
don’t  know  what  we  shall  do  about  it.  The  A.’s  model  wanted  rather  more 
hollow  lines  forward,  but  she  is  a  good  seaboat  &  her  engine  should  have  been 
more  amidship  —  If  I  were  you  I  would  send  no  credit  to  China  for  investment, 
but  would  be  content  to  get  my  10%  on  Hann.  &  St.  [Hannibal  &  St.  Joseph] 
Bonds. 

On  this  trip  to  Cliina,  P.  S.  Forbes  sent  home  a  credit  of  $128,000 
to  be  invested  in  securities  in  the  United  States,  including  a  further 
investment  in  the  Hannibal  &  St.  Joseph  Railroad.** 

**  “Your  engagements  standing  thus  far  about  60,000$  for  Mil.  Tract  Bonds 
&  Stocks  and  50,000  for  Aurora  Bonds.  I  am  negotiating  for  a  further  lot  of 
Mil  Tract  Bonds  and  Stocks  which  will  about  use  up  the  90,000  remaining.” 
(J.  M.  Forbes  to  P.  S.  Forbes,  21  Jan.  1855.)  “You  asked  whether  you  can 
have  100,000  instead  of  50,000  of  the  Mo.  Bonds.  You  misunderstood  me.  'The 
Bonds  we  propose  to  sell  are  not  Missouri  State  Bonds  —  but  Hannibal  and  St. 
Jo.  R.  Road  Bonds.  .  .  .”  (J.  M.  Forbes  to  P.  S.  Forbes,  21  Jan.  1856,  LJMF. ) 

**  J.  M.  Forbes  to  P.  S.  Forbes,  5  March  1861.  J.  M.  and  P.  S.  Forbes  jointly 
owned  at  this  date  $400,000  of  the  Third  Mortgage  and  Convertible  Boncu 
issued  by  this  railroad,  under  an  arrangement  by  which  each  took  half  (see 
same  to  same,  19  July  1858  and  3  Feb.  1860,  LJMF). 

"  See  the  frequent  mention  of  the  steamboat  in  P.  S.  Forbes’s  letters  to  R.  B. 
Forbes  throu^out  the  1850’s.  P.  S.  Forbes  once  thought  of  taking  out  a  patent 
for  his  invention  of  a  new  instrument  of  propulsion  —  a  wheel  placed  obliquely 
to  its  axis”  —  an  idea  which  does  not  seem  to  have  worked.  (P.  S.  Forbes  to  R. 
B.  Forbes,  23  June  1857  [illustrated],  FC.) 

•  P.  S.  Forbes  to  R.  B.  Forbes,  13  Feb.  1858,  FC. 

•J.  M.  Forbes  to  P.  S.  Forbes,  23  Feb.  and  14  March  1858,  LJMF.  P.  S. 
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In  1861,  when  the  partners  of  Russell  &  Co.  in  China  conceived 
of  the  new  project  of  steam  lines  in  China,  how  did  P.  S.  Forbes 
react  to  the  idea?  In  April,  1861,  the  Civil  War  in  the  United 
States  broke  out.  How  did  this  event  affect  P.  S.  Forbes’s  attitude? 

As  is  clearly  reflected  in  the  letters  from  Delano  and  Cunningham 
to  P.  S.  Forbes  in  the  year  1861  (P.  S.  Forbes’s  own  letters  of  this 
period  unfortunately  not  having  been  preserved),  the  head  of  the 
house  at  home  showed  no  interest  whatsoever  in  making  any  in¬ 
vestment  in  the  new  project.  In  the  dispute  between  Cunningham 
and  Delano  on  the  financing  of  the  Yangtze  River  project,  P.  S. 
Forbes  came  out  in  favor  of  Delano’s  idea  that  the  house  itself 
should  avoid  committing  funds.  In  his  letters  to  Cunningham  writ¬ 
ten  in  the  months  of  April  and  May,  after  he  had  received  Cun¬ 
ningham’s  February  and  March  letters,  P.  S.  Forbes  advised  "con¬ 
ciliating”  Delano.  'This  mortified  Cunningham  so  much  that  in  a 
letter  dated  July,  1861,  he  offered  to  resign  from  his  post  in  Shang¬ 
hai  —  to  go  and  live  in  Europe! 

In  the  months  that  followed,  P.  S.  Forbes  was  to  show  that  he 
not  only  did  not  favor  the  house’s  making  investments  in  the  proj¬ 
ect,  but  also  that  he  personally  had  no  inclination  to  bring  fresh 
funds  to  China  —  and  in  this  he  was  to  disappoint  Delano  as  well 
as  Cunningham.  As  we  have  seen,  as  early  as  31  March  1861, 
Delano  had  written  Forbes  suggesting  that  a  part  of  the  capital 
of  the  coastal  line  should  be  raised  in  the  United  States.  In  his 
letter  dated  26  May,  Delano  also  informed  Forbes  that  about 
$75,000  under  the  Yangtze  plan  was  reserved  for  him  and  for  R.  S. 
Sturgis  (partner  of  Russell  &  Co.,  1850-57).  Another  letter  of 
Delano’s  dated  14  October  1861,  indicates  that  P.  S.  Forbes  had 
made  no  response  to  these  suggestions.  On  this  date  we  find  Delano 
writing  to  Forbes  —  in  rather  tactful  language: 

I  see  R.  S.  Sturgis  is  in  America  and  from  him  you  must  have  received 

Forbes  did  build  another  steamer  in  1859,  the  Peiho,  which  cost  about  $200,000 
and  was  partly  financed  by  Russell  &  Co.  itself  (see  Beckwith  to  P.  S.  Forhes, 
8  Aug.  1859,  FC).  J.  M.  Forbes  gave  the  following  advice  when  the  vessel  was 
being  fitted  out:  “Take  another  figure.  You  can  always  in  China  get  9  to  12% 
for  money,  or  today  can  buy  undoubted  Western  mortgages  &  R.  Rd.  Bonds  that 
will  give  you  equal  to  10%  interest  —  at  which  rate  her  f  Peiho’s]  yearly  interest 
on  her  cost  on  arrival  will  be  say  $21,000.  If  you  cannot  do  better  there,  I  would 
consider  carefully  before  refusing  an  offer  of  a  little  under  her  cost."  (J.  M. 
Forbes  to  P.  S.  Forbes,  2  May  1859,  LJMF.)  Although  P.  S.  Forbes  did  not 
heed  this  advice  in  1859,  he  approved  the  sale  of  the  steamer  in  China  in  early 
1860  (see  Delano  to  P.  S.  Foroes,  7  April  1860,  FC). 

"Cunningham  to  P.  S.  Forbes,  11  July  1861,  FC. 

"  Delano  to  P.  S.  Forbes,  14  Oct.  1861,  FC. 
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sometime  since  the  particulars  of  the  subscriptions  for  the  two  lines:  I  doubt 
if  he  will  take  any  and  if  he  does  not  there  will  be  quite  as  much  left  as  you 
will  want,  I  think.  Still,  he  may  want  all  he  can  get  and  complain  of  not 
having  enough  assigned  to  him. 

Meanwhile,  the  $320,000  Yangtze  plan  had  been  realized  in  China, 
and  Delano  eventually  had  to  give  up  his  plan  for  a  coastal  line. 

Was  P.  S.  Forbes,  then,  not  interested  in  this  enterprise  in  China 
at  all?  As  a  member  of  Russell  &  Co.,  he  was  to  help  the  enterprise 
in  a  very  important  way:  namely,  by  undertaking  to  supervise  the 
purchase  and  building  of  steamboats  in  the  United  States.  As  early 
as  April,  1861,  J.  M.  Forbes  observed  that  P.  S.  Forbes  was  “dab¬ 
bling  in  steam”  again,®^  having  contracted  for  Russell  &  Co.’s  future 
use  a  coastal  steamer,  the  Flambeau  (850  tons).  After  June,  1861, 
when  orders  for  the  Yangtze  steamers  had  reached  the  United 
States,  P.  S.  Forbes  was  to  keep  himself  busy  by  supervising  their 
construction.  (Before  the  end  of  the  year  two  sidewheelers  were 
contracted  for:  the  Kiangse,  first  called  Khechong,  514  tons,  and 
the  Huquong,  1,339  tons.  P.  S.  Forbes’s  favorite  steamboat-build¬ 
ers  were  Henry  Steers  of  Brooklyn  and  Thomas  Collyer  of  New 
York;  among  his  engine  builders  was  Allaire  Works  of  New  York.®® 
J.  M.  Forbes  found  it  necessary  to  warn  P.  S.  Forbes  not  to  be 
swayed  too  much  by  the  “zeal  for  science”  of  the  engineersl)  It 
should  be  noted  that  in  this  work,  P.  S.  Forbes,  Russell  &  Co.’s  head 
partner,  was  actually  in  the  capacity  of  an  agent.  The  construction 
costs  were  to  be  met  by  remittances  from  China,  and  P.  S.  Forbes 
was  to  receive  a  commission  for  advancing  funds.  These  facts  can 
be  seen,  for  instance,  in  a  letter  from  Delano  to  P.  S.  Forbes:  ®* 

I  note  that  you  were  pushing  the  work  upon  the  Flambeau  in  the  hope  of 
having  her  ready  for  sea  in  all  August:  I  shall  give  you  until  after  20  Septem¬ 
ber  to  complete  her  —  and  shall  look  for  her  here  in  die  first  week  of  December. 
We  shall  t^  to  send  you  some  money  on  account  of  her  by  the  outgoing  mail 
—  and  still  more  by  the  succeeding  —  but  the  rate  of  exchange  is  very  adverse 
and  to  a  certain  extent  upsets  the  calculations  as  to  the  amo.  which  the  $320,- 
000  subscribed  in  China  will  place  in  New  York.  .  .  . 

I  note  that  in  consideration  of  your  advancing  the  money  for  the  two  boats 
now  in  hand,  you  propose  to  dispense  with  the  assistance  of  the  J.  M.  Fforbes] 
&  Co.  and  to  save  for  yourself  the  commission  they  would  charge:  this  suits 
all  here  well  enough. 

Given  the  inclination  of  P.  S.  Forbes  to  keep  his  capital  at  home, 

“  J.  M.  Forbes  to  P.  S.  Forbes,  14  April  1861,  LJMF. 

“  Delano  to  P.  S.  Forbes,  5  and  14  Oct.  1861,  FC;  Dayton,  Steamboat  Days, 
379,  393. 

•*  Delano  to  P.  S.  Forbes,  7  Aug.  1861,  FC. 
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the  outbreak  of  the  Civil  War  in  the  United  States  was  to  provide 
another  reason  for  his  doing  so,  for,  as  far  as  P.  S.  Forbes  was  con¬ 
cerned,  the  war  brought  forth  another  possible  use  of  his  capital  at 
home,  also  in  connection  with  steamboat  building,  but  for  another 
purpose.  Because  of  the  urgent  need  for  naval  vessels,  the  Union 
Government  had  asked  businessmen  familiar  with  problems  of 
shipbuilding  to  supply  new  gunboats.  In  1863,  P.  S.  Forbes  was  to 
join  R.  B.  and  J.  M.  Forbes  in  fitting  out  two  boats  for  the  Govern¬ 
ment— the  Cherokee  and  the  Meteor.  It  must  have  been  also  in 
1863  that  he  embarked  on  a  major  lone  venture,  the  2,638-ton 
sloop-of-war  Idaho,  which  involved  a  capital  outlay  of  $550,000.®* 

In  1861  all  this  was  still  in  the  future.  However,  as  early  as  May, 
1861,  P.  S.  Forbes  already  had  knowledge  of  the  Government’s 
need  for  steamboats:  hence,  the  possibility  of  the  extension  of  his 
contracting  activities.  On  16  May  1861  we  find  J.  M.  Forbes  writ¬ 
ing  to  P.  S.  Forbes  as  follows,  after  R.  B.  Forbes  had  had  a  talk 
with  Secretary  of  the  Navy  Gideon  Welles: 

Bennet  is  nearly  crazy  to  buy  or  build  something.  .  .  .  We  have  assurances 
from  the  Secy,  of  Navy  and  from  some  of  the  Senators  that  any  vessel  we 
build  will  be  favorably  considered.  In  short,  all  the  encouragement  possible 
short  of  promising  to  buy  her.  ...  If  the  war  ends  suddenly  &  we  cannot  sell 
her  to  the  Gov.,  how  would  ours  do  as  a  mate  to  yours?  Why  don’t  you 
strengthen  yours  enough  to  make  her  available  for  guns?  Then  possibly  I 
might,  if  things  change  in  China,  get  yours  off  the  Government  under  the 
encouragement  from  the  Secretary. 

As  it  happened,  this  steamer  of  P.  S.  Forbes’s  to  which  J.  M.  Forbes 
referred,  the  Flambeau,  was  not  sent  over  to  China  but  was  sold 
to  the  Navy  for  $100,000.®^ 

It  should  be  noted  that  selling  steamers  to  the  Covemment  was 
not  more  profitable  than  selling  them  to  Russell  &  Co.’s  project  in 
China.  In  November,  1861,  P.  S.  Forbes  sent  over  to  China,  in  the 
place  of  the  Flambeau,  a  smaller  boat  discharged  from  the  “volun¬ 
teer  navy  of  Massachusetts,”  the  Pembroke  (300  tons).  R.  B. 
Forbes,  who  owned  one-fourth  of  this  vessel,  recalls  that  in  her 
sale  to  Russell  &  Co.’s  project  in  China,  his  share  realized  a  net 
profit  of  $13,354  — one  of  his  very  few  business  successes  during 

*  Forbes,  Reminiscences,  266-9,  and  appendix  table  of  vessels;  Letters  and 
Recollections  of  John  Murray  Forbes,  Sarah  Forbes  Hughes,  ed.  (Boston  and 
New  York,  18^),  II,  71-72;  U.S.  Navy  Department,  Official  Records  of  the 
Union  and  Confederate  Navies  in  the  War  of  Rebellion  (Washington,  D.C., 
1894-1922),  series  2,  Vol.  I,  pp.  55,  107. 

"  J.  M.  Forbes  to  P.  S.  Forbes,  16  May  1861,  LJMF. 

”  U.  S.  Navy  Department,  Official  Records,  84. 


the  Civil  War.*®  However,  it  was  one  thing  to  sell  steamers  to 
China  —  or  to  contract  for  the  building  of  steamers  for  China  — 
but  quite  another  to  invest  funds  there  permanently,  particularly 
since  the  war  had  brought  forth  new  opportunities  at  home. 


Further  Promotion  Efforts  in  China's  Treaty  Ports 

Russell  &  Co.'s  steam-navigation  enterprise  did  not  end  here. 
The  $320,000  plan  having  been  set  up,  and  the  three  steamers 
having  been  ordered,  Edward  Cunningham  in  Shanghai  was  still 
not  satisfied  that  the  business  opportunity  had  been  fully  realized. 
In  fact,  Cunningham  had  become  more  convinced  that  in  order  to 
make  the  enterprise  a  permanent  one,  it  was  necessary  to  have 
more  boats  and  also  to  set  up  lines  between  the  coastal  ports.  He 
now  hoped  to  set  up  a  fleet  of  five  river  and  five  coastal  steamers 
and  also  a  warehouse  system  at  the  various  ports  in  connection  with 
the  steamer  business. 

Cunningham's  achievement  was  that  he  found  the  means  to  ac¬ 
complish  this  expansion.  Left  to  his  own  devices,  Cunningham 
was  able  to  show  what  an  energetic  entrepreneur  could  do  in  these 
new  trading  centers  in  the  East.  In  the  months  between  August, 

1861,  and  March,  1862,  he  succeeded  in  raising  further  capital  of 
about  a  million  U.  S.  dollars  —  mainly  from  two  groups  in  the  mer¬ 
cantile  community  of  China’s  treaty  ports.  On  27  March  1862,  the 
Shanghai  Steam  Navigation  Company  was  founded  with  a  capital 
of  Tls.  1,000,000  (the  tael  being  the  local  Chinese  currency),  or 
the  equivalent  of  $1,358,000.®® 

How  then  did  Cunningham  accomplish  this  feat?  His  success 
lies  in  the  fact  that  he  could  persuade  his  “Chinese  friends  and 
constituents”  to  make  further  investments  —  and,  moreover,  in  his 
effective  promotional  effort  among  the  foreign  community  in 
Shanghai,  which  was  dominated  by  the  usually  unco-operative 
British  merchants.  Cunningham’s  work  is  all  the  more  remarkable, 
because  in  the  same  period  other  firms  in  China  had  failed  in  such 

"  Forbes,  Reminiscences,  264,  277. 

*•  Warren  Delano,  Jr.,  took  little  part  in  the  preparation  of  this  enlarged 
plan,  and  is  known  to  have  attempt^  to  stop  Cunningham  from  purchasing 
waterfront  properties  at  the  Yangtze  ports  for  the  steam  enterprise.  In  February, 

1862,  after  Delano  had  been  inform^  of  recent  purchases  of  this  kind  made  by 
Cunningham,  he  wrote  to  a  former  Russell  partner:  *'You  may  imagine  with  what 
degree  of  patience  I  take  this  news  —  at  the  same  time,  I  hope  to  get  rid  of 
the  whole  thing  by  and  through  the  means  of  E.  C.'s  ‘grand  consolidate  coast  of 
China  and  river  steam  navigation,  lightering  and  warehousing  association.’  ” 
(Delano  to  Beckwith,  20  Feb.  1862,  FC. ) 
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plans.  John  Heard’s  letters  written  in  this  period  show  that  Augus¬ 
tine  Heard  &  Co.  had  contemplated  a  similar  project,  but  could 
not  find  the  necessary  capital.  (A  similar  British  project  likewise 
failed.  'Throughout  the  year  1862,  W.  R.  Adamson  &  Co.  advertised 
in  the  Shanghai  newspapers  for  subscriptions  for  a  "China  and 
Japan  Steam  Navigation  Company”  — a  project  which  was  never 
realized. )  'There  is  in  fact  no  better  testimony  on  Cunningham’s 
work  than  that  of  John  Heard  himself,  who  wrote  to  a  partner  on 
20  February  1862,  after  learning  of  Russell  &  Co.’s  imminent  suc¬ 
cess  in  “floating”  its  steamer  company: 

Our  plan  for  a  Company  has  always  been  to  get  Chinese  interested,  and 
this  we  tried  to  do,  but  could  not  to  any  considerable  extent.  It  never  occurred 
to  us  that  it  would  be  possible  to  do  anything  with  the  foreign  community  — 
and  it  is  they  as  well  as  Chinese  who  supported  R.  &  Co. 

On  3  March,  John  Heard  wrote  another  partner: 

They  have  wiped  our  eyes  regularly.  There  is  no  disguising  the  fact.  I 
think,  however,  they  would  have  made  more  money  had  they  kept  their 
boats  to  themselves.  We  have  often  thought  of  the  same  scheme  in  connection 
with  Chinese,  but  have  never  been  able  to  obtain  su£Bcient  encouragement. 
It  never  occurred  to  us  that  the  foreign  community  would  assist,  and  that  is 
where  R.  &  Co.  have  got  the  windward  of  us,  by  enlisting  all  the  small  houses 
in  their  favour. 

With  regard  to  the  Chinese,  it  should  be  pointed  out  that  Cun¬ 
ningham,  who  had  been  with  Russell  &  Co  in  Shanghai  from  1850 
to  1857,  could  rely  on  his  friendship  with  Chinese  compradors  and 
merchants,  personal  relationships  being  so  important  even  among 
the  treaty-port  Chinese.  When  Cunningham  succeeded  in  raising 
funds  for  the  Surprise  in  March,  1861,  Warren  Delano,  Jr.,  had 
written  him:  “You  claim  Chinese  whom  [sic]  we  supposed  were 
the  friends  &  constituents  of  R.  &  Co.  to  be  your  particular  con¬ 
stituents,  upon  whom  R.  &  Co.  have  no  influence  except  thro’  you! 
I  do  not  mean  to  say  this  is  not  exactly  so.  .  .  Of  the  Chi¬ 
nese  who  made  subscriptions  to  the  Shanghai  Steam  Naviga¬ 
tion  Company  as  it  was  finally  organized,  we  know  the  names 
of  nine:  Ahyune,  Chongfat,  Koofunsing,  Chan-yeu-chang,  Ahkai, 
Hupkee,  Lyungchong,  Wcng-yong-yee,  and  Ahyou.^*  "The  first 

*‘NCH,  1862  and  1863  (copy  in  British  Museum). 

*’  John  Heard’s  letter  book,  HC,  FL-7,  p.  197. 

“  Ibid.,  p.  210. 

**  Delano  to  Cunningham,  26  March  1861,  FC. 

“  These  were  present  in  the  S.  S.  N.  Co.’s  shareholders’  meetings  in  1863 
and  1864.  See  “Minutes  of  a  General  Meeting  of  the  Shareholders  of  the  S.  S. 


four  on  this  list  are  known  to  have  been  one-time  compradors 
of  Russell  &  Co.  who  had  developed  independent  business  in 
Shanghai.  Koofunsing’s  silk  firm  was  one  of  the  largest  in  that 
port.^® 

However,  even  in  persuading  his  “old  Chinese  friends”  to  co¬ 
operate  in  the  enterprise,  would  Cunningham  not  have  to  think 
of  concrete  ways  to  demonstrate  its  advantages?  In  making  pur¬ 
chases  of  waterfront  sites  at  the  various  ports  for  the  steamer  busi¬ 
ness  —  which  he  insisted  on  doing  in  spite  of  the  frequent  protests 
of  Delano  —  Cunningham  decided  to  choose  properties  situated 
near  the  Chinese  business  sections.  (The  Kin  Lee  Yune  wharfage 
site  at  Shanghai,  which  became  the  main  base  of  Russell  &  Co.’s 
steamer  business,  was  chosen  because  it  was  right  next  to  the 
Chinese  city;  it  proved  to  be  one  of  the  S.  S.  N.  Co.’s  great  attrac¬ 
tions  from  the  point  of  view  of  native  shippers. )  Around  August, 
1861,  we  know  that  Cunningham  took  another  step  designed  to 
foster  the  interest  of  his  Chinese  friends  in  the  steamboat  business. 
At  a  time  when  the  freight  rates  on  the  Yangtze  River  were  spec¬ 
tacularly  high,  Cunningham  arranged  to  have  his  Chinese  friends 
share  the  ownership  of  an  immediately  profitable  steamer,  which 
he  himself  undertook  to  bring  up  from  the  Canton  River  and  have 
repaired.  Concerning  this  boat,  the  Williamette  (413  tons),  Cun¬ 
ningham  later  remarked:  “Though  I  took  the  risk  myself,  I  took 
none  of  the  profits,  dividing  her  up,  as  soon  as  she  was  safely  run¬ 
ning,  among  our  Shanghai  Chinese,  in  order  to  induce  them  to 
enter  upon  the  grander  scheme  of  the  SSN  [Shanghai  Steam  Navi¬ 
gation]  Company.” 

Having  thus  assured  the  support  of  the  Chinese,  Cunningham 
next  took  the  imaginative  step  of  appealing  to  the  British-domi¬ 
nated  foreign  community  in  Shanghai.  How  then  did  it  occur  to 
Cunningham  that  Russell  &  Co.  could  secure  the  co-operation  of 

N.  Co.,”  10  Feb.  1863  and  18  Jan.  1864,  and  “Minutes  of  a  Special  General 
Meeting,”  3  Oct.  1864. 

“  Anyune,  Chongfat,  and  Koofunsing  are  known  to  have  been  Cantonese 
compradors  of  Russell  &  Co.  who  had  followed  the  firm  to  Shanghai.  See  Cun¬ 
ningham  to  John  Murray  Forbes,  Jr.,  24  April,  14  May  and  4  June  1868,  Russell  & 
Co.,  Canton  Papers  (at  Baker  Library).  Chan-yeu-chang  does  not  seem  to  have 
become  Russell  &  Co.’s  comprador  until  1865,  out  before  that  date  he  is  known 
to  have  made  large  shipments  of  his  own  between  Shanghai  and  Hankow  on 
the  S.  S.  N.  Co.’s  steamers.  (Delano  to  P.  S.  Forbes,  19  Aug.  1864;  George 
Tyson  to  P.  S.  Forbes,  24  March  1865,  FC. )  The  silk  quotations  of  the  “chop” 
ot  Koofunsing  ( Koo-foong-sing  or  Kulcee)  appear  frequently  in  NCH. 

**  Cp.  Forbes,  Reminiscences,  364-6. 

Cunningham  to  P.  S.  Forbes,  10  Nov.  1865;  shipping  intelligence  in  NCH, 
27  July  1861. 
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the  British  —  as  it  never  occurred  to  John  Heard?  From  the  Pros¬ 
pectus  of  the  Shanghai  Steam  Navigation  Company,  issued  by  the 
Shanghai  house  of  Russell  &  Co.  around  January,  1862,  and  dis¬ 
tributed,  at  first  confidentially,  among  the  company’s  non-American 
business  friends, we  know  that  Cunningham  had  counted  chiefly 
on  one  fact:  namely,  that  the  small  British  houses  in  Shanghai 
which  did  not  own  steamers  or  warehouses  themselves  had  in  the 
past  been  dependent  on  large  British  houses  (such  as  Dent  &  Co. 
and  Jardine,  Matheson  &  Co.)  for  such  facilities.  Could  some  of 
these  houses,  then,  be  persuaded  to  see  the  advantages  of  making 
investments  in  an  American-British-Chinese  steam-navigation  and 
warehousing  company?  As  Cunningham  boldly  declared  in  the 
Prospectus: 

The  principle  upon  which  it  is  proposed  to  found  this  Company  is  of  the 
soundest  nature.  It  is  the  protection  of  the  houses  of  moderate  means,  by 
whom  the  bulk  of  the  foreign  business  of  the  country  is  transacted,  and  who, 
collectively,  are  the  strength  of  the  community,  against  the  monopoly  and 
concentration  of  the  larger  houses,  who  nahurally  turn  to  their  own  advantage, 
their  individually  greater  resources. 

The  question  here  was  perhaps  not  one  of  insight  —  for  the  needs 
of  the  small  houses  must  have  been  equally  apparent  to  Augustine 
Heard  &  Co.  —  but  one  of  the  actual  ability  to  work  out  arrange¬ 
ments  attractive  to  prospective  subscribers.  Judging  from  the 
Prospectus,  Cunningham  had  emphasized  one  very  tangible  ad¬ 
vantage  of  his  plan:  on  the  basis  of  the  favorably  situated  water¬ 
front  properties  Russell  &  Co.  had  already  procured  for  the  enter¬ 
prise,  it  was  possible  to  build  an  extensive  godown  (warehouse) 
system  at  all  the  ports.^®  As  the  Prospectus  envisages,  the  S.  S.  N. 
Co.’s  warehouses  were  to  be  made  available  to  the  shareholders 
of  the  company  under  a  special  arrangement  of  pro  rata  return  of 
profits  —  which  would  help  the  shareholders  to  reduce  the  cost  of 
their  •  trading  activities  between  the  ports.  Thus  the  Prospectus 
points  out: 

**  “Prospectus  of  a  Joint  Stock  Company  for  Steam  Navigation  of  the  Chinese 
Waters,  and  the  Establishment  cf  a  Warehouse  System  in  Shanghai"  (undated); 
cp.  John  Heard,  Ill's  letter  book,  HC,  FI^7,  pp.  145,  155-6. 

"The  Kin  Lee  Yune  site  at  Shanghai’s  French  Concession  was  convenient 
for  the  foreira  merchants  as  well  as  for  the  Chinese.  As  a  correspondent  of  the 
NCH  described  it:  “The  premises  of  the  [S.  S.  N.l  Company  are  upon  the 
French  Concession,  and  under  the  walk  of  the  native  city,  so  that  they  are  very 
favorably  situated  for  every  description  of  merchandise,  and  for  laying  down 
teas  undier  preparation  for  shipment.  They  will  accommodate,  when  completed, 
from  30,000  to  35,000  tons  of  cargo.”  (NCll,  29  March  1862,  50.) 
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By  this  system,  for  the  warehouse,  the  actual  cost  of  warehouse  and  ship¬ 
ping  expenses  will  be  paid  by  each  shareholder  and  no  more,  and  he  will 
stand  in  that  respect  on  a  much  better  footing  than  if  he  transacted  his  busi¬ 
ness  in  godowns  far  from  the  water  at  excessive  cost  of  carriage,  labor  and 
rent. 

This  practical  advantage  had  probably  disposed  the  Shanghai  mer¬ 
chants  to  consider  actively  the  possibilities  of  the  steam-navigation 
business.  Cunningham  estimated  that  five  river  and  five  coastal 
steamers  would  yield  an  annual  net  profit  of  Tls.  500,000. 

It  is  indicative  of  the  effectiveness  of  Cunningham’s  planning  — 
and  abo  no  doubt  of  Russell  &  Co’s  prestige  in  the  community  — 
that  the  project  was  greeted  with  enthusiastic  response.  At  least 
15  members  of  the  foreign  community,  not  counting  members  of 
Russell  &  Co.  itself,  are  known  to  have  become  the  S.  S.  N.  Co.’s 
early  subscribers,  among  whom  eight  can  be  identified  as  British 
merchants  associated  with  a  moderate-sized  trading  firm.  Others 
included  continental  Europeans  and  two  known  Americans  not  of 
Russell  &  Co.  —  one  of  them  George  F.  Heard, When,  therefore, 
the  Shanghai  Steam  Navigation  Company  was  formally  created  on 
27  March  1862  —  as  reported  in  the  North-China  Herald  —  at  a 
shareholders’  meeting  held  at  Russell  &  Co.’s  hong  at  the  Bund,  it 
was  an  occasion  unprecedented  in  the  annals  of  the  treaty  ports. 
British,  American  and  Chinese  merchants  gathered  to  drink  cham¬ 
pagne  and  talk  about  the  Yangtze  River! 

As  it  was  finally  worked  out,  of  the  total  capital  of  Tls.  1,000,000 
(in  1,000  shares  of  Tls.  1,000  each,  the  total  to  be  paid  up  before 
30  June  1862),  the  foreign  community  in  Shanghai  exclusive  of 
members  of  Russell  &  Co.  can  be  judged  as  having  subscribed  Tls. 
300,000-400,000.®^  From  the  words  of  Cunningham  himself  (quoted 

*“  Tlie  following  are  members  of  the  foreign  community  ( exclusive  of  mem¬ 
bers  of  Russell  &  Co.)  who  were  present  at  the  shareholders'  meetings  in  186-3 
and  1864.  Those  who  can  be  identified  as  associating  with  British  firms  are 
Nichol  Latimer  and  Robert  Richard  Westall  (both  Smith,  Kennedy  &  Co.), 
J.  Broadthurst  Tootal  (Ellisen  &  Co.),  W.  Thorbum  (Jarvie,  Thorbum  &  Co.), 
Thomas  Hanbury  (Bower,  Hanbury  &  Co.),  A.  J.  How  (Johnson  &  Co.),  James 
Whitlow  (Holliday,  Wise  &  Co.),  J.  Wheatley  (Reiss  &  Co.,  for  executor  of 
A.  Fincham).  The  other  known  American  is  A.  Overweg  (Olyphant  &  Co.). 
Other  foreign  shareholders  are  Francis  Loureiro  (Shanghai  shipbroker),  Thomas 
Vincent  (commander,  receiving  ship  Emily  Jones),  G.  W.  Schwemann  and 
Rudolph  Heinsen  (both  Siemssen  &  Co.),  Jos^  Loureiro  (Nagasaki  agent  for 
Dent  &  Co.).  See  above,  note  44;  identification  is  based  on  China  Directory 
for  1863  (Hong  Kong,  1863)  and  references  in  NCH. 

“  NCH.  29  March  1862,  50-51. 

**The  share  list  of  the  S.  S.  N.  Co.  cannot  be  found.  It  was  kept  at  the 
Shanghai  house  of  Russell  &  Co.;  even  clerks  of  the  house  were  not  allowed 
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below,  see  note  63)  it  is  further  known  that  members  of  Russell  & 
Co.  together  with  the  Chinese  owned  a  majority  of  the  shares,  prob¬ 
ably  Tls.  600,000-700,000.  There  is  also  evidence  that  the  Chinese 
shareholding  was  larger  than  that  of  American  members  of  Russell 
&  Co.  itself.  In  1878,  this  question  came  up  incidentally  in  a  Con¬ 
gressional  hearing  concerning  the  American  consulate  in  Shanghai. 
Walter  Scott  Fitz,  who  was  the  Hankow  agent  of  Russell  &  Co.  in 
the  1860’s,  was  asked  who  owned  the  Shanghai  Steam  Navigation 
Company: 

Q.  Principally  Russell  &  Co.?  —  A.  Not  principally  Russell  &  Co.  Russell  & 
Co.  and  their  friends  own  the  principal  part  of  it. 

Thomas  Francis  Burr,  chief  officer  and  captain  of  the  S.  S.  N.  Co.’s 
steamers  in  the  1860’s,  testified: 

Q.  Were  Russell  &  Co.  the  largest  owner  in  the  concern?  —  A.  No;  I  think 
the  Chinese  were. 

Q.  Did  Russell  &  Co.  own  as  much  as  one-third  of  it?  —  A.  No;  they  did  not 
own  as  much  as  one-third  of  it.  They  may  have  represented  more  than  that. 

Among  members  of  Russell  &  Co.  who  took  shares,  Edward 
Cunningham  was  the  largest  subscriber,  having  raised  for  the  pur¬ 
pose  about  Tls.  150,000  —  largely,  it  seems,  by  converting  some  of 
his  Shanghai  real  estate,  purchased  in  the  early  1850’s.®^  Two 

access  to  copies  (Frank  Blackwell  Forbes  to  Cunningham,  11  Feb.  1871,  F.  B. 
Forbes’s  Letter  Books  [family  collection],  hereafter  FBFLB.  Lacking  a  copy 
of  the  share  list,  we  can  nevertheless  make  some  deductions  from  the  following 
facts:  (1)  In  the  Prospectus,  which  envisages  a  total  capital  of  Tls.  1,200,000, 
it  was  stated:  “Of  the  1,200  shares  into  which  the  capital  is  divided  it  is  under¬ 
stood  that  Messrs.  Russell  &  Co.  will  take  700.  There  remain  500  shares,  of 
which  it  is  proposed  to  leave  100,  for  the  present,  for  other  ports.  Of  the  re¬ 
maining  400,  150  have  already  been  applied  for.”  ( 2 )  It  is  known  that  Russell 
&  Co.  as  a  firm  had  taken  only  a  token  subscription  of  a  few  shares;  see  below, 
note  58.  (3)  It  is  further  known  that  individual  members  of  Russell  &  Co. 
themselves  had  to  rely  on  their  Chinese  friends  to  muster  the  votes  of  over  500 
shares  in  the  S.  S.  N.  Co.’s  shareholders’  meeting:  members  of  Russell  &  Co. 
themselves  —  as  one  source  indicates  —  did  not  own  even  one-third  of  Tls. 
1,000,000;  see  below,  notes  53  and  63.  It  can  be  deduced,  therefore,  that  when 
the  Prospectus  says  that  Russell  &  Co.  planned  to  take  700  shares,  it  means  that 
this  quantity  was  reserved  for  members  of  Russell  &  Co.  and  their  Chinese 
friends.  As  worked  out  in  March,  1862,  the  stock  capital  of  the  S.  S.  N.  Co.  was 
not  Tls.  1,200,000  but  Tls.  1,000,000;  see  the  “Constitution  and  Deed  of  Settle¬ 
ment,  Shanghai  Steam  Navigation  Company,”  March,  1862,  and  “Report  of 
the  Board  of  Directors  for  the  General  Meeting,”  18  Jan.  1864.  It  can  be  as¬ 
sumed,  therefore,  that  adjustments  had  been  made  in  the  allocation  as  stated  in 
the  Prospectus. 

**  U.  S.  Congress,  House  Misc.  Docs.,  part  1,  pp.  885,  224. 

**  In  June,  1863,  Cunningham  wrote  P.  S.  Forbes  the  following  concerning 
his  contribution  to  the  house’s  capital  for  the  next  term:  “I  have  already  ex- 
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other  partners  in  China,  George  Tyson  and  H.  S.  Grew,  also  took 
shares.  (Tyson  and  Grew  came  to  China  in  1853  and  1856  respec¬ 
tively,  starting  as  clerks  in  the  firm.)  Frank  Blackwell  Forbes  (the 
up  and  coming  young  man  of  the  house  destined  to  play  a  very 
important  role  in  the  affairs  of  the  Shanghai  Steam  Navigation 
Company)  was  also  an  original  subscriber.®* 

Did  P.  S.  Forbes  himself  make  any  subscriptions  to  this  enlarged 
plan?  His  investment  at  this  time,  if  any,  was  at  most  Tls.  100,000 
—  a  minor  part  of  the  stock  capital  of  the  Shanghai  Steam  Navi¬ 
gation  Company.  In  all  the  Russell  &  Co.  documents  that  we  have 
read,  the  first  mention  of  P.  S.  Forbes’s  shareholding  refers  to  the 
year  1870,  when  he  owned  a  total  of  Tls.  100,000.®*  ( It  is  possible 
that  P.  S.  Forbes  made  this  investment  in  1867,  since  after  that 
year  the  Shanghai  Steam  Navigation  Company  proved  very  prof¬ 
itable,  yielding  a  minimum  annual  dividend  of  12  per  cent.)  P.  S. 
Forbes’s  attitude  in  1862  is  probably  stated  accurately  in  a  letter 
written  to  him  by  J.  M.  Forbes,  commenting  on  a  steamer  which 
had  been  ordered  in  the  name  of  P.  S.  Forbes  but  which  was  now 
being  transferred  to  Russell  &  Co.  for  the  Shanghai  Steam  Navi¬ 
gation  Company:  “With  my  views  about  steam  I  should  prefer  to 
see  the  risk  of  the  enterprise  remain  where  it  now  does,  spread 
over  a  number  instead  of  concentrating  on  your  shoulders.  ...  I 
don’t  see  why  the  present  situation  is  not  just  what  you  want, 
giving  R.  &  Co.  the  benefit  of  having  a  fast  steamer  with  only  a 
part  of  the  risk  in  their  hands.”  ®'^  It  should  be  noted  that  when 
J.  M.  Forbes  referred  to  the  part  of  the  risk  in  Russell  &  Co.’s  hands, 
he  was  thinking  of  the  Shanghai  Steam  Navigation  Company’s  shares 
owned  by  various  individual  members  of  the  firm.  As  shown  in  a 
statement  entitled  “Ways  and  Means  As  'They  Will  Stand  on  1 

hausted  myself  upon  capital.  ...  By  organizing  the  Yangtze  [Insurance]  Co., 
I  helped  you  to  about  Tls.  150,000,  which  will  always  continue  if  business  is 
profitable.  By  the  S.  S.  N.  Co.,  if  that  prospers,  you  will  have  another  Tls. 
150,000.  With  the  above  my  resources  are  finish^.  Personally  I  cannot  do 
anything  except  to  allow  my  surplus  rents  to  accumulate,  &  there  will  be  none 
unless  the  SSN  Co.  pays  dividends  when  I  can  lay  up  what  my  shares  give  — 
perhaps  [Tls.]  10  or  15,000  a  year.”  On  Cunningham’s  inability  to  supply 
capital  from  the  United  States,  see  Cunningham  to  P.  S.  Forbes,  21  Jan.  1859, 
FC. 

“  For  data  on  various  partners,  see  Forbes’  Reminiscences,  appendix  table. 
Among  clerks  of  the  firm  who  took  shares  were  F.  W.  Sauermann,  J.  W.  Leem- 
bruggen,  and  F.  E.  Foster.  ( See  above,  note  44. ) 

**  Henry  Hughes  Warden  to  P.  S.  Forbes,  ^  Aug.  1870;  Russell  &  Co., 
Shanghai,  to  P.  S.  Forbes,  5  April  1871,  FC.  'The  shares  of  the  S.  S.  N.  Co. 
were  reset  at  Tk.  100  a  share  in  1868. 

"  J.  M.  Forbes  to  P.  S.  Forbes,  6  Dec.  1862,  LJMF. 
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January  1864,”  sent  to  P.  S.  Forbes  by  Cunningham,  the  total  value 
of  the  stocks  of  the  Shanghai  Steam  Navigation  Company  and  of 
the  Yangtze  Insurance  Association  held  by  Russell  &  Co.  was  only 
$60,000.»» 

As  for  J.  M.  Forbes  —  a  China  merchant  in  his  youth  but  now  a 
full-fledged  industrial  capitalist  —  he  showed  no  interest  at  all  in 
this  new  enterprise  in  China.  J.  M.  Forbes  declared  to  P.  S.  Forbes 
that  he  was  “a  confirmed  croaker  as  to  steam  in  China.”''*  His 
attitude  towards  investment  in  the  stocks  of  the  steam-navigation 
company  in  China  is  indicated  in  a  letter  to  P.  S.  Forbes,  in  which 
he  discussed  the  possible  sale  of  two  steamers  originally  belonging 
to  the  Michigan  Central  Railroad: 

But  if  you  will  consent  to  forego  building  &  make  this  like  ours  a  mere 
speculation  in  the  two  old  boats,  we  will  put  them  into  conunon  stock  —  with 
the  clear  understanding  that  they  shall  be  sold  for  money  or  something  that 
can  be  turned  into  money  at  once  —  so  as  not  to  involve  us  in  putting  them 
on  as  part  of  anybody’s  steamers,  taking  out  pay  in  stock  or  any  such  long- 
winded  modes  of  sales;  we  will  gladly  do  so  &  join  you  in  offering  to  R.  &  Co. 
one  of  them  positively.  .  .  . 


The  Commission  House  As  Entrepreneur 

It  remains  to  describe  the  institutional  arrangement  by  which 
capital  in  China’s  treaty  ports  was  brought  into  Russell  &  Co.’s 
steam-navigation  project.  By  whom  was  this  enterprise  to  be  man¬ 
aged— now  that  it  was  owned  by  a  large  body  of  shareholders? 
How  was  Russell  &  Co.  to  retain  its  control  of  the  enterprise? 

The  Shanghai  Steam  Navigation  Company,  to  be  sure,  was  organ¬ 
ized  as  a  joint-stock  compai'y  with  its  ownership  based  on  trans¬ 
ferable  share  certificates.*^  However,  from  the  very  beginning  it 
was  the  shareholders’  understanding  that  Russell  &  Co.,  the  pro¬ 
moter  of  the  enterprise,  was  also  to  manage  its  entire  business. 
The  Prospectus  of  the  Shanghai  Steam  Navigation  Company  named 
Russell  &  Co.  as  “managing  agents,”  who  were  to  “take  charge  and 

“  Cunningham  to  P.  S.  Forbes,  28  Jan.  1863,  annex,  FC. 

"  J.  M.  Forbes  to  P.  S.  Forbes,  6  Dec.  1862,  LJMF. 

*  |.  M.  Forbes  to  P.  S^Forbes,  25  Jan.  186.3,  FC. 

**  In  the  following  pages,  an  attempt  has  been  made  to  describe  the  "in¬ 
stitutional  arrangements”  made  at  the  time  of  the  creation  of  the  enterprise, 
with  only  incidental  references  to  its  later  history.  The  writer  is  preparing  a 
study  of  the  15-year  story  of  this  American  enterprise  in  China,  with  emphasis 
on  policy  and  management  and  including  an  analysis  of  profit  and  service. 

**  It  should  be  noted  here  that  the  S.  S.  N.  Co.  was  never  incorporated  or 
chartered;  Cunningham  described  it  as  a  "private  co-partnership.”  ( U.  S.  Con¬ 
gress,  House  Misc.  Docs.,  part  1,  p.  886.) 
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become  responsible  for  the  entire  current  business.”  In  the  Shang¬ 
hai  Steam  Navigation  Company’s  Constitution  and  Deed  of  Settle¬ 
ment— to  which  the  shareholders  acceded  at  the  creation  of  the 
company  — the  status  of  Russell  &  Co.  was  defined  in  Article  X: 

The  house  of  Russell  &  Co.  will  act  as  permanent  agents  and  treasurers  of 
the  Company.  Their  duties  will  be  to  take  charge  of  all  the  current  business 
of  steamers  and  warehouses,  including  appointment  of  officers,  providing  sup¬ 
plies  and  coal,  ordering  new  boats  and  machinery  at  the  requisition  of  the 
Directors,  disbursing  for  expenses  and  receiving  all  dues,  and  they  shall  be 
responsible  to  the  Company  for  proper  management,  for  clear  and  correct 
acctnints  of  receipts  and  expenditures,  which  shall  be  made  up  semi-annually 
on  31st  Dec-ember  and  30th  June,  and  for  balance  of  profit.  .  .  . 

How  does  this  arrangement  diflFer  from  the  traditional  practice 
of  the  commission  house  acting  as  agent  for  the  owners  of  vessels, 
which,  as  we  have  seen,  was  the  basis  of  the  $320,000  subscription 
plan  as  conceived  in  1861?  Of  course,  Russell  &  Co.  now  under¬ 
took  to  manage  a  much  more  complicated  business.  Instead  of 
taking  care  of  single  vessels  or  the  business  of  single  voyages,  the 
commission  house  was  to  be  regularly  in  charge  of  a  modem  steam- 
navigation  company,  commanding  a  fleet  of  steamers  and  serving 
eight  or  nine  ports  of  China.  However,  this  was  still  an  agency 
arrangement.  The  Shanghai  Steam  Navigation  Company,  as  such, 
was  a  mere  ownership  organization:  it  had  no  managerial  arm  of 
its  own.  Russell  &  Co.  was  to  furnish  all  the  managerial  personnel 
and  the  offices  for  the  Shanghai  Steam  Navigation  Company. 

However,  as  a  joint-stock  organization,  was  the  Shanghai  Steam 
Navigation  Company  not  to  have  control  over  policy-making  func¬ 
tions,  as  distinct  from  managerial  functions?  As  provided  in  the 
Constitution  and  Deed  of  Settlement,  control  over  policies  was 
retained  in  the  annual  General  Meeting  of  Shareholders  and  the 
“President  and  the  Board  of  Directors,”  with  the  General  Meeting 
itself  keeping  the  authority  for  major  decisions.  Articles  VII  and 
VIII  read: 

The  building  or  purchase  of  new  boats  or  of  additional  premises,  and 
reserves  for  repairs,  additions  and  insurance  funds,  shall  only  be  made  at 
General  Meeting,  which  shall  also  determine  the  half  yearly  dividend  to  31st 
December  of  each  year. 

The  President  and  Board  of  Directors  shall  determine  upon  the  details  of 
construction  and  ordering  of  new  boats,  when  determined  upon  by  the  share¬ 
holders;  upon  repairs  of  the  old;  upon  the  line  of  employment  of  the  various 
boats,  changing  from  one  to  the  other  as  circumstances  render  advisable;  and 
may  at  any  time  in  the  year  require  a  detailed  statement  from  the  agents  upon 
any  point  over  which  they  may  wish  to  exercise  supervision.  .  .  . 


—  176  — 


The  question  is,  however,  who  was  to  be  in  actual  control  of  this 
ownership  organization? 

Of  the  capital  stock  of  the  Shanghai  Steam  Navigation  Company, 
as  we  have  seen,  the  British  and  the  Chinese  together  held  a  large 
bulk,  probably  70  or  75  per  cent.  However,  from  the  point  of  view 
of  control  of  the  enterprise,  one  other  fact  stands  out:  members  of 
Russell  &  Co.,  together  with  the  Chinese  subscribers,  still  held  a 
majority  of  the  total  stocks,  probably  60  to  70  per  cent.  This  is 
indeed  the  basic  fact  upon  which  Cunningham  relied  for  the  con¬ 
trol  of  the  enterprise.  As  Cunningham  himself  recalled  in  1870, 
referring  to  the  question  of  Russell  &  Co.’s  hold  on  the  Shanghai 
Steam  Navigation  Company’s  agency:  “Russell  &  Co.  really  holds 
in  their  own  hands  this  question  of  the  agency.  They  have  only  to 
keep  the  capital  stock  as  it  stands,  and  hold  the  shares  they  com¬ 
mand,  and  manage  with  average  success  and  ability,  and  they  will 
have  a  sufficient  following  of  Chinese  to  insure  permanency.” 

However,  since  the  foreign  community  in  Shanghai  outside  of 
Russell  &  Co.  held  a  great  number  of  shares,  Russell  &  Co.  had  to 
admit  an  important  check  on  its  control  of  the  enterprise,  in  the 
persons  of  the  members  of  the  Board  of  Directors,  usually  English, 
who  were  called  in  Russell  &  Co.’s  correspondence  “outside  direc¬ 
tors.”  From  the  very  beginning,  probably  as  the  result  of  an  in¬ 
formal  agreement,  it  became  the  practice  to  elect  two  of  the  normal 
four  directors  from  among  the  foreign  shareholders  who  were  not 
members  of  Russell  &  Co.;  in  1862-63,  these  were  N.  Latimer  and 
F.  Loureiro,  and  in  1863-64,  N.  Latimer,  J.  B.  Tootal,  and  T. 
Vincent.*^  While  these  men  were  in  general  sympathetic  toward 
the  Russell  management,  they  nevertheless  represented  the  share¬ 
holders’  concern  for  larger  immediate  dividends,  a  view  not  neces¬ 
sarily  identical  with  Russell  &  Co.’s  idea  of  what  would  contribute 
to  the  enterprise’s  long-term  well-being. 

However,  in  its  role  as  the  actual  manager  of  the  enterprise, 
could  Russell  &  Co.  not  exert  an  influence  on  the  outside  directors? 
Russell  &  Co.  itself  was  not  without  a  voice  in  the  directorate  ( “the 
President  and  the  Board  of  Directors”).  It  became  customary  for 
the  managing  partner  of  Russell  &  Co.  in  Shanghai  always  to  be 
elected  President  of  the  Shanghai  Steam  Navigation  Company  (in 

“  Cunningham’s  memorandum,  “Scrip  Dividend  of  the  S.  S.  N.  Co.  for 
1870,”  FC.  According  to  the  provision  of  the  Constitution  and  Deed  of  Settle¬ 
ment,  a  majority  vote  in  the  General  Meeting  of  Shareholders  decides  in  all 
eases,  although  the  Prospectus  proposes  that  the  vote  of  700  shares  is  necessary 
for  the  change  of  agency. 

•*  See  the  Board  of  Directors’  reports  for  the  various  years. 


1862-64,  Edward  Cunningham),  and  for  at  least  one  other  member 
of  the  firm  to  be  chosen  as  a  director  ( in  1862-63,  H.  S.  Grew,  and 
in  1863-64,  F.  B.  Forbes).  All  available  documents  show  that  the 
directors’  meetings,  which  were  regularly  held  twice  a  year,  always 
went  very  smoothly.  That  the  outside  directors  were  disposed  to 
follow  the  suggestions  of  the  Russell  management  even  on  major 
issues  is  indicated  by  the  solution  of  a  problem  which  arose  in 
December,  1870  — one  of  the  most  controversial  questions  in  the 
history  of  the  Shanghai  Steam  Navigation  Company.  Because  the 
Shanghai  Steam  Navigation  Company’s  business  in  the  preceding 
three  years  had  brought  very  large  retiums,  some  shareholders  of 
Shanghai’s  foreign  community  had  demanded  at  the  end  of  1870  a 
larger  cash  dividend  for  the  year  than  the  usual  12  per  cent.  Henry 
Hughes  Warden,  Russell  &  Co.’s  managing  partner  at  Shanghai, 
believed,  however,  that  the  profits  should  be  retained  as  reserves; 
he  proposed  to  issue,  instead  of  an  extra  cash  dividend,  a  "scrip 
dividend,”  representing  20  per  cent  of  the  company’s  capital.  (In 
1872,  this  “scrip  dividend”  was  converted  into  the  company’s  stock, 
again  at  Warden’s  suggestion.)  'That  Warden  could  with  Uttle 
difiBculty  win  over  the  outside  directors  to  his  view  may  be  seen 
in  the  following  excerpts  from  his  letters  to  P.  S.  Forbes: 

The  S  S  N  Directors  have  agreed  to  issue  scrip  to  represent  the  Reserves 
of  the  Co.  I  am  almost  sure  to  put  that  through.  (21  December  1870) 

The  Directors  have  decided  to  present  to  the  General  Meeting  our  project 
to  issue  say  20  per  cent  of  scrip  based  upon  the  savings  of  the  Co.  now  standing 
at  credit  of  Ins.  and  Dep.  a/c  [Insurance  and  Depreciation  account!.  .  .  .  We 
keep  the  money  and  hope  at  the  same  time  to  satisfy  the  stockholders.  ( 16 
February  1871) 

In  the  last  analysis,  since  the  Russell  management  controlled  the 
majority  vote  in  the  General  Meeting  of  Shareholders,  it  could 
always  invoke  this  final  authority.  V^ile  a  showdown  between 
the  Russell  management  on  the  one  hand  and  the  outside  directors 
on  the  other  does  not  seem  to  have  ever  occurred,  it  is  known  that 
at  least  on  one  occasion,  the  managing  partner  of  Russell  &  Co.  in 
Shanghai  (in  this  case,  George  Tyson,  who  succeeded  Cunning¬ 
ham)  did  contemplate  using  the  firm’s  control  over  shareholders  to 
change  a  decision  of  the  directors.  In  June,  1866,  when  the  S.  S.  N. 

“Warden  to  P.  S.  Forbes,  21  Dec.  1870  (postscript)  and  16  Feb.  1871,  FC; 
“Minutes  of  a  General  Meeting,”  4  March  1871  and  20  Feb.  1872.  Cunningham 
criticized  Warden  for  the  form  of  the  scrip  issue;  see  Cunningham  to  P.  S. 
Forbes,  11  May  and  28  Aug.  1871,  FC.  However,  Cunningham  had  assumed 
that  the  mistake  was  Warden’s  and  that  the  Board  of  Directors  could  be  brought 
to  agree  with  whatever  form  of  scrip  Russell  &  Co.  might  propose. 


Co.  purchased  a  new  steamer,  the  Plymouth  Rock  (2,397  tons),  the 
question  arose  whether  appropriations  should  be  made  from  re¬ 
serve  funds  or  from  current  profits.  Tyson  reported  to  P.  S. 
Forbes: 

I  think  the  terms  of  sale  are  very  favorable  to  the  [S.  S.  N.l  Company, 
though  I  should  have  preferred  the  Insurance  and  Depreciation  Funds  should 
be  retained.  But  the  outside  directors  would  not  assent  to  other  terms  —  it  is 
always  however  in  the  power  of  the  shareholders  to  change  it. 

As  it  happened,  Tyson  worked  out  a  way  to  pay  for  the  steamer 
without  touching  the  reserves. 

•  •  • 

To  delve  briefly  into  the  later  history  of  the  Shanghai  Steam 
Navigation  Company,  it  may  be  stated  that  under  the  management 
and  control  of  Russell  &  Co.  the  enterprise  proved  very  successful. 
After  a  few  years  of  poor  profits  under  conditions  of  acute  compe¬ 
tition,  the  Russell  fleet  emerged  after  1866  as  the  leader  in  the 
steam-navigation  field  in  China.  Between  1867  and  1872,  the 
Shanghai  Steam  Navigation  Company  enjoyed  virtual  monopoly  of 
the  steam  tra£Bc  on  the  Yangtze  River  (and  on  the  short  coastal 
line  between  Shanghai  and  Ningpo),  while  at  the  same  time  it  was 
in  a  dominant  position  on  the  North  China  line  (between  Shanghai 
and  the  ports  of  the  Gulf  of  Pechihli  area).  In  the  eight  years  from 
1867  to  1874,  the  average  annual  dividend  was  no  less  than  18.75 
per  cent  upon  capital  stock.  When,  in  February,  1877,  after  two 
years  of  a  mere  7  per  cent  dividend,  it  was  decided  to  accept  the 
oEer  of  the  China  Merchants’  Steam  Navigation  Company  to  pur¬ 
chase  the  entire  fleet  and  properties  of  the  company,  there  was 
available  for  division  among  shareholders  a  sum  of  over  Tls.  2,650,- 
000.  (It  should  be  noted  that  in  the  15  years  of  its  existence  the 
Shanghai  Steam  Navigation  Company  made  only  one  reissue  of 
stocks  — Tls.  250,000  in  1867,  partly  as  payment  to  the  partners 
of  Dent  &  Co.  for  its  Yangtze  steamers.  Otherwise,  the  expansion 
of  the  enterprise  was  entirely  through  the  conversion  of  profits  to 
stocks  —  Tls.  625,000  in  1868  and  Tls.  375,000  in  1872.  After  1868, 
an  active  market  for  securities  of  IocpI  enterprises  grew  up  in 
Shanghai.  The  “S.  S.  N.”  was  a  leading  item  in  the  local  share- 

“  Tyson  to  P.  S.  Forbes,  22  June  1866,  FC.  The  problem  was  finally,  solved 
by  applying  to  the  Plymouth  Rock  the  indemnity  received  from  underwriters  in 
London  for  the  steamer  Huquong  (sunk  Aug.,  1866);  see  “Report  of  the  Board 
of  Directors,”  18  Jan,  1867. 
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brokers’  bulletin  and  was  always  quoted  above  par  until  1874. ) 

While  the  shareholders  of  the  Shanghai  Steam  Navigation  Com¬ 
pany  had  undoubtedly  profited  from  the  enterprise,  how  did  Russell 
&  Co.  itself  benefit  from  it?  Russell  &  Co.  received,  for  its  agency, 
a  regular  commission  of  5  per  cent  upon  gross  receipts.  In  the 
prosperous  years  of  the  enterprise,  this  commission  amounted  to  an 
annual  total  of  about  Tls.  100,000.***  ( Russell  &  Co.’s  net  gain  from 
the  Shanghai  Steam  Navigation  Company’s  business  in  the  year 
1870  was  estimated  by  F.  B.  Forbes  to  be  about  Tls.  50,000. 
Russell  &  Co.’s  total  net  profit  for  the  same  year  was  a  little  over 
Tls.  200,000. )  **  Moreover,  the  control  of  the  steamers  had  given 
Russell  &  Co.  other  advantages:  the  commission  charged  for  the 
procurement  of  steamers  and  supplies,  the  use  of  the  Shanghai 
Steam  Navigation  Company’s  cash  assets  at  a  low  5  per  cent  inter¬ 
est,"^*  and  the  trading  facilities  between  the  Chinese  ports.  In 
June,  1862,  Cunningham  founded  the  Yangtze  Insurance  Associ¬ 
ation  —  for  which  Russell  &  Co.  served  as  “secretaries  and  agents.” 
'This  association  obtained  most  of  its  business  by  underwriting 
cargoes  shipped  in  the  Shanghai  Steam  Navigation  Company’s 
steamers.’^ 

While  specialization  in  the  steam-carrying  business  thus  aided 
Russell  &  Co.’s  still  diverse  activities  in  China,  it  also  indirectly 
helped  the  house’s  foreign  trade  —  a  business  which  Russell  part¬ 
ners  always  hoped  to  revive.  (In  the  1860’s  and  1870’s,  Russell  & 
Co.’s  foreign  trade  was  still  mainly  on  account  of  constituents,  al¬ 
though  now  and  then  it  invested  directly  in  tea  and  silk  shipments 
on  a  moderate  scale.  'The  house  also  entered  into  a  joint-account 
arrangement  with  J.  M.  Forbes  &  Co.  of  Boston  and  the  firm  of 

”  Data  for  this  paragraph  are  taken  from  the  Board  of  Directors’  reports  of 
the  various  years  and  from  NCH. 

“  The  Constitution  and  Deed  of  Settlement  provided  that  after  30  June 
1863  Russell  &  Co.’s  t-ommission  was  to  be  reduc^  to  3)4  per  cent  upon  gross 
receipts;  however,  a  decision  of  the  General  Meeting  of  18  Jan.  1864  made  the 
5  per  cent  rate  permanent.  The  gross  receipts  of  the  S.  S.  N.  Co.  for  the  three 
years  1868,  1869,  and  1870  are  known  to  be,  respectively  (in  round  numbers), 
Tls.  1,983,000,  Tls.  1,890,000,  and  Tls.  1,938,000  (F.  B.  Forbes  to  David  King, 
Jr.,  1  July  1871,  FBFLB). 

**  F.  B.  Forbes  to  P.  S.  Forbes,  29  Nov.  1870,  FBFLB.  The  total  net  profit 
of  Russell  &  Co.  itself  for  the  year  1869  is  known  to  have  been  about  Tls. 
176,000,  and  for  1870  over  Tls.  200,000.  (Warden  to  P.  S.  Forbes,  11  Aug. 
1870  (postscript),  FC;  F.  B.  Forbes  to  James  Murray  Forbes,  21  Nov.  1870, 
FBFLB.) 

”  'This  arrangement  was  provided  for  in  the  Constitution  and  Deed  of  Settle¬ 
ment,  Article  X. 

”  Delano  to  P.  S.  Forbes,  23  June  1862,  FC;  F.  B.  Forbes  to  W,  M.  Clarke, 
19  July  1869,  FBFLB. 
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Cordier  in  Paris. )  In  the  period  1871-76,  Russell  &  Co.  deposited 
Tls.  500,000-600,000  worth  of  the  Shanghai  Steam  Navigation 
Company’s  reserve  funds  with  Baring  Brokers  &  Co.,  London,  in 
the  form  of  U.  S.  Government  Bonds.  This  deposit  was  used  as 
security  for  a  “revolving  credit,”  which  had  benefited  Russell  & 
Co.’s  exchange  operations  in  connection  with  the  tea  and  silk 
trade.'^® 

The  present  article  has  described  merely  the  promotion  and 
financing  of  Russell  &  Co.’s  steam-navigation  enterprise,  which 
gave  the  old  China-trade  commission  house  a  new  lease  on  life. 
But  my  evidence  suggests  a  broader  hypothesis  on  the  overseas 
expansion,  especially  in  the  Far  East,  of  American  capitalism.  In 
this  enterprise,  the  export  of  capital  from  the  United  States  played 
little  or  no  part.  That  portion  of  the  capital  of  the  Shanghai  Steam 
Navigation  Company  which  was  supplied  by  the  Americans,  and 
by  the  British,  must  be  regarded  as  the  reinvestment  in  a  lucrative 
transport  service  of  profits  derived  from  China’s  foreign  trade. 
The  sidewheeler  on  the  Yangtze  was  an  American  export,  but  it 
was  not  sent  to  China  by  forces  within  the  United  States.  The 
chief  contribution  of  Russell  &  Co.  was  entrepreneurship,  which, 
by  utilizing  the  financial  resources  accumulated  in  the  treaty  ports 
of  China,  effected  a  technological  innovation  in  the  domestic  trans¬ 
port  of  that  country. 

”  These  facts  emerge  from  a  study  of  FBFX.B  for  the  years  1866-71.  The 
following  are  typical  references  to  Russell  &  Co.'s  foreign  trading  activities  during 
this  period.  Concerning  the  silk  shipments  of  the  season  of  lOTO,  F.  B.  ForbM 
wrote  Cunningham:  "You  can  see  that  our  own  risk  is  only  68,000  taels  —  the 
loss  of  which,  at  the  extreme  figure  of  20%  would  be  Tls.  13,600  —  while  our 
commissions  on  Tls.  495,000  at  an  average  of  3%  are  Tls.  14,850."  ( 12  Sept. 
1870.)  In  Nov.,  1871,  F.  B.  Forbes  noted  Uiat  the  firm  had  ship(^  261  packages 
of  tea  to  J.  M.  Forbes  &  Co.  —  one  of  the  very  few  tea  shipments  which  uie  house 
made  in  that  year.  “This  shipment  is  not  on  a  j/a  [joint  accoimtl  but  for  a/c 
of  Russell  &  Co.  1871,  and  we  drew  for  it  under  Baring  credit  No.  2”  (to 
Samuel  Wyllys  Pomeroy,  Jr.,  22  Nov.  1871). 

"  Directors’  reports,  1871-76.  One  reason  why  it  was  decided  to  invest  the 
S.  S.  N.  Co.'s  reserves  in  U.  S.  Government  Bonds  was  that  the  local  banks  were 
unwilling  to  give  more  than  6  per  cent  interest  for  deposits.  See  Warden’s 
reply  to  a  shareholder  in  the  General  Meeting  of  1870  ( ‘^Minutes  cf  a  General 
Meeting,”  5  March  1870).  Concerning  the  arrangement  of  the  “revolving 
credit,’”  see  Warden  to  P.  S.  Forbes,  22  March  1871,  with  annex,  FC;  F.  B. 
Forbes  to  H.  H.  Warden,  27  June  1871,  FBFLB.  The  last  reference  reads: 
"French  mail  in  this  morning  brings  a  revolving  credit  from  Barings  for  £25,000 
to  commence  when  our  securities  are  in  their  hands.  Cm*  [commission]  K%." 
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The  Electrical  Manufacturers,  187S-1900.  By  Harold  C.  Passer.  Cambridge, 
Harvard  University  Press,  1953.  Pp.  xviii  -f  412.  $6.00. 

This  book,  one  of  the  publications  sponsored  by  the  Research  Center  in 
Entrepreneurial  History,  may  be  termed  a  study  in  the  application  of  “know¬ 
how."  It  is  concerned,  as  the  author  points  out,  with  the  birth  of  an  industry 
based  on  a  new  technology,  an  industry  whose  founders  were  what  he  terms 
“engineer-entrepreneurs”  —  that  is,  men  with  sufficient  technical  knowledge 
to  understand  the  possibilities  of  this  new  technology  and  sufficient  business 
aciTmen  to  see  its  place  in  the  economy.  To  this  task  Dr.  Passer  has  brought 
an  unusual  combination  of  talent,  in  that  he  was  trained  as  an  economist  at 
Harvard,  where  he  was  a  student  of  the  late  Joseph  A.  Schumpeter,  and  as  an 
electronics  specialist  by  the  United  States  Navy.  The  result  is  a  major  con¬ 
tribution  to  business  history. 

The  period  covered  by  the  book  extends  approximately  from  the  first  com¬ 
mercial  production  of  electric  lighting  equipment  in  the  United  States  to  the 
point  at  which  the  industry  had  reached  “big  business”  stature,  as  symbolized 
by  the  formation  of  the  C^neral  Electric  Company.  For  this  quarter-century 
of  development  the  author  has  done  an  exhaustive  job  of  research.  In  three 
major  areas  —  arc  lighting,  incandescent  lighting,  and  power  —  he  has  gone 
into  invention  and  innovation,  business  organization,  marketing  policies, 
patents,  interfirm  relationships,  entrepreneurship,  and  even  the  effect  of  the 
growth  of  electric  lighting  on  the  gas  industry.  At  each  step  Dr.  Passer  has 
pointed  out  the  features  which,  in  his  judgment,  were  characteristic  of  this 
particular  industry. 

Some  of  these  features  present  sufficiently  intriguing  aspects  of  industrial 
growth  to  compel  raising  the  question  of  whether  they  are  peculiar  to  the 
electrical  equipment  industry,  or  whether  analogous  situations  may  be  found 
elsewhere.  For  example.  Dr.  Passer  suggests  that  with  the  pioneer  electrical 
manufacturers,  trying  as  they  were  to  market  an  unfamiliar  commodity,  prod¬ 
uct  competition  was  likely  to  be  as  important  as  price  competition.  Within 
limits,  the  comparative  cost  of,  say,  rival  electric  lighting  systems  was  less 
important  to  the  purchaser  than  efficiency  and  ease  of  operation.  It  may  be 
suggested  that  the  same  condition  existed  to  some  extent  in  the  early  auto¬ 
mobile  industry,  since  the  buyer  of  a  car  was  as  likely  to  be  influenced  by 
simplicity  and  reliability  as  by  price.  Another  point  which  will  repay  close 
attention  is  the  way  in  which  the  electrical  manufacturers  built  up  their  own 
market  by  financing  local  light  and  power  companies. 

However,  what  really  makes  this  book  unique  is  Dr.  Passer’s  study  of  the 
"engineer-entrepreneur.”  The  role  of  the  technician  in  entrepreneurship  and 
management  is,  as  the  present  reviewer  can  testify,  a  virtually  untouched 
area  of  economic  history.  It  is  not  too  difficult  to  find  business  leaders  who 
have  some  technical  training  or  competence  —  nine  of  Thomas  C.  Cochran’s  60 
railroad  leaders  were  engineers*  —  but  little  has  been  done  to  establish  the 

*  Thomas  C.  Cochran,  Railroad  Leaders,  1845-1890  (Cambridge,  1953). 
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degree  to  which  technical  proficiency  has  been  a  factor  in  entrepreneurship. 
It  is  here  that  Dr.  Passer  has  some  enlightenment  to  offer.  The  men  who 
were  most  instrumental  in  establishing  the  electrical  manufacturing  industry 
were  entrepreneurs  because  they  were  engineers.  The  author’s  own  definition 
(page  66)  may  help: 

Entrepreneurship  in  a  new  and  highly  technical  industry  involves  both 
commercial  and  technical  innovation.  The  process  of  innovation  requires  a 
technical  understanding  of  the  product  and  the  related  problems  of  making  and 
using  it.  Moreover,  the  innovator  must  possess  the  abihty  to  envision  the  place 
that  the  product  can  occupy  in  the  economy  and  the  ability  to  solve  the  teclmical 
problems  incidental  to  creating  that  product. 

Of  the  men  who  possessed  this  combination  of  qualities,  two  are  familiar: 
Thomas  A.  Edison,  who  appears  here  as  the  pioneering  figure  in  applying 
incandescent  lighting  to  domestic  use  and,  of  course,  as  one  of  the  founders 
of  General  Electric;  and  George  Westinghouse,  who  was  the  first  of  the  elec¬ 
trical  entrepreneurs  to  grasp  the  potentialities  of  alternating  current.  Less  well- 
known,  but  nevertheless  important  figures  were  such  men  as  Charles  F.  Brush, 
who  introduced  arc-lighting  for  streets  as  a  successful  competitor  of  gas; 
Frank  J.  Sprague,  who  made  electric  traction  work;  William  Stanley,  who  was 
largely  responsible  for  making  practical  the  transmission  of  high-voltage  alter¬ 
nating  current;  and  Elihu  'Thomson,  who  worked  in  most  of  the  field  of  electri¬ 
cal  equipment  and  whose  'Thomson-Houston  Electric  Company  was  the  second 
major  component  of  General  Electric  (Edison  being  the  first). 

All  were  technicians.  Whether  “engineers”  is  an  appropriate  term  may  be 
questioned,  but  it  is  probably  acceptable  for  an  era  in  which  formal  technical 
education  was  still  the  exception  rather  than  the  rule.  Edison  and  Westing- 
house  were  completely  self-taught;  Thomson’s  formal  education  went  through 
high  school;  Stanley  was  at  Yale  for  a  short  time;  Brush  and  Sprague  were  the 
aristocrats,  the  former  with  a  degree  in  chemistry  from  Michigan  and  the 
latter  trained  in  engineering  at  the  Naval  Academy. 

At  any  rate,  it  seems  to  have  been  characteristic  of  this  industry  that  busi¬ 
ness  leadership  and  technical  competence  were  combined  in  the  same  indi¬ 
viduals.  There  were  exceptions.  Part  of  the  Thomson-IIoustnn  Company’s 
success  was  due  to  the  promotional  and  organizing  abilities  of  Charles  A. 
Coffin,  later  president  of  General  Electric,  who  was  not  a  technical  man; 
Passer  also  cites  the  Niagara  Falls  power  development  as  a  conspicuous  devia¬ 
tion  from  the  main  pattern,  since  the  initiative  here  was  taken  by  a  group  of 
financiers  and  the  technicians  were  limited  to  giving  professional  advice  and 
later  making  the  equipment.  Nevertheless,  the  engineer-entrepreneur  was  the 
key  figure  in  the  formative  stages  of  the  industry. 

'There  is  a  rather  strikitig  parallel  here  with  the  almost  contemporary  auto¬ 
mobile  industry.  For  Edison,  Westinghouse,  'Thomson,  and. Sprague  substitute 
Olds,  Ford,  Leland,  and  the  Dodges  —  the  pattern  of  the  technician-entre¬ 
preneur  as  the  principal  figure  in  launching  the  new  industry  appears  to  be 
the  same.  In  other  industries  the  similarity  is  not  so  clear.  Numerous  engineers 
have  been  prominent  in  railroad  management  —  some,  like  J.  Edgar  'Thompson 
and  Grenville  M.  E>odge,  conspicuously  so  — but  it  is  impossible  to  generalize 
on  the  basis  of  existing  evidence  regarding  the  relationship  between  their 
professional  training  and  their  managerial  functions.  In  both  the  textile  and 
the  iron  and  steel  industries  the  prevalent  pattern  seems  to  have  been  that 
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entrepreneurship  was  exercised  by  financiers  and  business  organizers,  with  the 
technical  men  as  hired  experts,  although  here  again  further  study  is  needed 
before  satisfactory  conclusions  can  be  drawn. 

It  would  also  be  interesting  to  know  what  has  happened  to  the  engineer* 
entrepreneur  as  his  industry  has  grown  to  maturity.  Dr.  Passer  states  (page 
356)  that  after  the  stage  of  pioneer  innovation,  he  ceases  to  be  the  key  person 
in  the  firm,  and  the  important  problems  shift  to  marketing,  finance,  and  busi¬ 
ness  administration.  It  is  not,  however,  clear  whether  this  appraisal  is  in¬ 
tended  as  a  generalization  or  as  applying  only  to  the  electrical  equipment  in¬ 
dustry.  It  is  a  plausible  generalization,  but  it  leaves  open  for  further  study 
the  substantial  participation  of  engineers  in  the  top-level  management  of  large 
business  organizations  —  Alfred  P.  Sloan,  Walter  Chrysler,  and  a  succession  of 
presidents  of  the  Pennsylvania  Railroad  may  be  submitted  in  evidence.  This 
is  not  to  suggest  that  Dr.  Passer  should  have  solved  these  various  problems, 
but  merely  to  indicate  that  they  are  there  waiting  to  be  solved.  Pride  in  tech¬ 
nical  skill  is  too  well-known  an  American  characteristic  to  require  elaboration 
here,  and  doubtless  a  high  degree  of  technological  proficiency  has  been  an 
important  contributing  factor  to  American  industrial  pre-eminence;  yet  we  do 
not  really  know  very  much  about  the  influence  of  technological  considerations 
on  business  policy.  In  this  area  of  economic  history.  Dr.  Passer  may  himself 
be  rated  as  an  innovator. 

Considering  the  complexity  of  his  subject,  he  has  done  remarkably  well  in 
maintaining  clarity.  Curiously  enough,  he  is  at  his  best  on  technological 
matters.  The  reviewer,  who  would  not  know  an  armature  from  an  arc-light 
and  could  not  recognize  a  polyphase  current  if  he  was  electrocuted  by  it,  had 
no  difficulty  in  understanding  the  nature  of  the  technical  problems  described 
in  the  book.  When  the  author  turns  to  economics,  the  results  are  less  happy. 
It  is  apparently  as  difficult  for  a  present-day  social  scientist  to  avoid  professional 
jargon  as  for  an  alcoholic  to  pass  an  open  barroom  —  with  the  end-product 
similar  in  each  case.  As  an  example,  this  statement  may  be  offered  (p.  142): 
“The  meter  was  a  device  which  demonstrated  basic  economic  principles.  It 
forced  the  behavior  pattern  of  the  individual  consumer  into  conformance  with 
the  configuration  of  resource  scarcity.”  This  means  that  the  customer  whose 
current  is  metered  is  more  likely  to  turn  the  lights  off  when  he  isn’t  using 
them  than  if  he  were  charged  a  flat  weekly  or  monthly  rate.  Dr.  Passer  him¬ 
self  makes  this  point  clear  in  the  rest  of  the  passage.  Why,  then,  bother  with 
a  sentence  which  has  no  meaning  for  the  ordinary  reader?  This  objection  is 
perhaps  a  matter  of  personal  predilection,  but  there  is  an  unfortunate  pro¬ 
pensity  in  some  intellectual  circles  to  identify  obscurity  of  expression  with 
profundity  of  thought. 

These  lapses,  however,  are  few  in  number  and  do  not  seriously  mar  an 
excellent  piece  of  work.  A  final  item, which  may  be  mentioned  is  that  the 
author  was  given  access  to  the  historical  records  of  both  the  General  Electric 
and  Westinghouse  Electric  Corporations.  The  high  quality  of  his  perform¬ 
ance  should  encourage  further  opening  of  business  records  to  competent  and 
responsible  scholars,  so  that  others  may  write  similar  clear  accounts  of  the 
growth  of  American  business  enterprise. 

John  B.  Rae 

Massachusetts  Institute  of  Technology 


—  184  — 


Railroads  of  New  York:  A  Study  of  Government  Aid,  1826-1875.  By  Hurry  H. 

Pierce.  Cambridge,  Harvard  University  Press,  1953.  Pp.  208.  $3.00. 

The  drama  of  westward  expansion  in  our  history  has  often  obscured  the 
continuing  process  of  development  in  the  older  states.  Tracing  extensive 
growth  into  new  territory,  we  overlook  intensive  growth  in  an  established 
region.  Thus  historians,  preoccupied  with  the  spectacular  building  of  trans¬ 
continental  railroads,  have  tended  to  neglect  the  spreading  growth  of  a  rail¬ 
road  net  in  the  states  of  the  East  and  North,  which  increased  many  times  over 
the  facilities  provided  there  by  the  first  pioneering  railways.  Railroads  made 
possible  the  spanning  of  great  distances,  true  enough,  but  their  most  direct 
contribution  to  the  growth  of  modem  America  lay  in  knitting  together  the 
small  towns  and  villages  of  a  mral,  agricultural  land  to  permit  commercial 
development,  an  integrated  market,  and,  eventually,  a  predominantly  indus¬ 
trial  society. 

The  obvious  significance  of  this  process  for  the  growth  of  a  business  econ¬ 
omy  makes  pertinent  the  question:  how  did  these  railroads  come  to  be  built, 
and  how  was  their  construction  financed?  Harry  H.  Pierce  examines  this 
question  with  regard  to  New  York’s  railroads  in  their  first  half-c'entury,  giving 
particular  attention  to  the  role  of  government  aid  in  providing  the  necessary 
investment  capital.  In  common  with  the  more  general  studies  by  Hartz  and 
Handlin  on  government-business  relationships  in  Pennsylvania  and  Massachu¬ 
setts,  Pierce’s  work  leads  to  some  startling  conclusions. 

The  myth  of  laissez-faire  doctrine  and  practice  dies  hard.  Yet  there  seems 
little  question  that  without  the  active  participation  of  public  funds  the  con¬ 
struction  of  New  York's  rail  net  —  for  all  its  critical  importance  for  business 
development  —  would  have  been  long  delayed,  and  important  sections  of  it 
might  never  have  been  built  at  all.  Between  1826  and  1875,  a  total  of  some 
$400  million  was  invested  in  railroads  in  the  state.  Of  this  sum,  more  than 
$10  million  was  directly  provided  by  the  state  government,  while  nearly  $37 
million  came  from  local  governmental  units.  The  actual  amount  of  aid  — 
nearly  12  per  cent  of  the  total  investment  —  is  significant  enough.  But,  writes 
Professor  Pierce,  “the  importance  of  these  subsidies  lies  not  in  their  amount  but 
in  their  timeliness,”  since  they  came  almost  always  “at  a  critical  moment  in 
the  company’s  history.”  “Public  money  in  New  York  always  pioneered  the 
way.  It  took  the  initial  risk.  It  was  never  invested  in  a  going  concern.”  ( Page 
25.) 

The  first  two  decades  of  railroad  building  in  New  York  were  characterized 
by  subsidies  from  the  state  itself,  supplementing  funds  put  forward  principally 
by  small  investors.  “As  a  general  rule,  the  great  financiers  of  the  state  did 
not  speculate  heavily  in  New  York  railroads  until  the  element  of  risk  was  sub¬ 
stantially  reduced.”  (Page  10.)  When  the  state  itself  was  debarred  by  the 
1846  constitution  from  lending  direct  aid  to  business,  local  governments  took 
over  with  avidity  the  task  of  encouraging  and  subsidizing  railroad  construc¬ 
tion. 

The  subsidization  of  business  enterprise  by  local  governments  is  a  subject 
hitherto  explored  even  less  than  aid  by  states.  Since  the  former  was  by  far 
the  most  important  in  the  New  York  railroad  picture,  quite  rightly  the  major 
portion  of  this  study  is  devoted  to  it.  Although  the  first  instance  of  municipal 
aid  was  in  1837,  the  overwhelming  proportion  was  extended  between  1865 
and  1872.  In  all,  315  communities  bonded  themselves  for  this  purpose  be- 
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tween  1837  and  1875,  lending  aid  to  85  lines.  The  story  is  a  blend  of  pro¬ 
moters’  schemes  and  community  hopes  for  trade  and  prosperity.  The  panic  of 
1873  brought  the  bonding  mania  to  an  abrupt  end,  however,  and  two  years 
later,  in  1875,  the  revukion  against  pledging  the  credit  of  local  governments 
to  aid  private  business  was  so  great  that  an  amendment  to  the  state  constitu¬ 
tion  prohibited  the  practice.  Finally,  in  an  unhappy  sequel  of  repudiation 
between  1870  and  1890,  some  57  towns  and  villages  defaulted  on  railroad  aid 
bonds  valued  at  over  $4  million. 

Professor  Pierce’s  account  is  painstaking  and  reflects  a  tremendous  amount 
of  research  in  state  and  municipal  records,  railroad  company  archives,  and 
local  newspapers.  However,  the  organization  of  the  study  suffers  from  a  failure 
to  balance  the  presentation  of  detail  with  sufBcient  generalization,  and  the 
reader  can  easily  bog  down  in  long  recitations  of  case  histories.  The  mono¬ 
graph  would  be  more  valuable  had  an  effort  been  made  to  correlate  railroad 
building  with  the  general  economic  development  of  the  state,  and  to  give  at 
least  a  brief  account  of  the  progress  of  nonsubsidized  railroad  building  along 
with  the  portrayal  of  government-aided  projects.  There  is  also  little  attempt 
to  assess  the  actual  value  of  rail  connections  to  the  communities  which  pro¬ 
vided  aid  for  their  construction,  leaving  one  with  the  suspicion  that  in  many 
cases  local  zeal  really  served  only  the  purposes  of  company  promoters  and 
outside  capitalists.  Many  questions  of  broad  significance  are  suggested  by 
Pierce’s  data;  it  is  unfortunate  that,  with  few  exceptions,  he  has  failed  to  sur¬ 
mount  monographic  limitations  by  posing  these  questions  and  suggesting  at 
least  tentative  answers. 

Martin  Deming  Lewis 

Detroit,  Michigan 

•  •  • 

Railroad  Leaders,  1845-1890:  The  Business  Mind  in  Action.  By  Thomas  C. 

Cktchran.  Cambridge,  Harvard  University  Press,  1953.  Pp.  xii  +  564. 

$7.50. 

"It  is  well  to  bear  in  mind,”  wrote  Charles  E.  Perkins,  president  of  the 
Burliogton,  in  1885,  "that  most  of  the  improvements  to  which  the  world  largely 
owes  its  progress  have  been  opposed  in  the  beginning  by  the  most  level¬ 
headed  men,  level-headed  men  being  naturally  conservative”  (page  217).  By 
the  same  token  this  pioneering  study  of  Mr.  and  Mrs.  Cochran  may  well 
evoke  the  spirited  opposition  not  only  of  those  "contemporary  moralists” 
(page  226)  who  cherish  the  conventional  caricature  of  the  nineteenth-century 
railway  executive,  but  of  all  well-meaning  traditionalists  as  well.  For  this 
brilliantly  executed  study,  though  excessively  modest  in  its  claims  and  frankly 
based  (for  unavoidable  reasons)  on  what  may  be  an  atypical  sampling,  is 
coolly  and  tellingly  revisionist  from  cover  to  cover.  As  such  it  is  a  challenge 
that  cannot  be  brushed  aside. 

Mildly  but  bluntly,  Thomas  Cochran  (who  wrote  the  interpretation  of  the 
material  gathered  largely  by  his  industrious  wife)  opens  with  the  flat  state¬ 
ment  that  "in  the  writings  of  scholars  the  image  of  the  businessman  has  been 
blurred  and  inaccurate.”  Why?  Because  "history  is  the  slave  of  its  sources, 
and  business  has  failed  to  supply  the  proper  records”  (page  1).  Thus,  in 
even-handed  manner  is  the  original  sin  described  nor,  in  Cochran’s  opinion. 


is  it  a  mere  peccadillo.  Indeed,  he  says,  the  central  weakness  in  our  national 
historical  synthesis  is  ignorance  of  the  motives  and  reasoning  behind  business¬ 
men’s  activities,  and  a  lack  of  understanding  of  the  business  leader  as  a  social 
type. 

To  shed  light  on  these  matters  the  Cochrans  have  chosen,  for  systematic 
analysis,  the  letters  of  61  top  railroaders  during  the  period  1845-90.  Their 
choice  was  anything  but  a  random  one:  railroaders  generally  were  then  the 
leading  businessmen  of  the  country;  they  were  among  the  first  to  experience 
government  regulation,  to  have  large  numbers  of  security  holders,  and  to  deal 
extensively  with  public  relations  and  community  welfare.  In  sum,  they  spear¬ 
headed  the  greatest  period  of  material  and  social  expansion  this  nation  has 
ever  experienced.  Furthermore,  they  left  vast  stores  of  records  which  their 
successors,  by  and  large,  have  fortunately  been  willing  to  make  available  to 
the  historian. 

As  the  Cochrans  clearly  warn,  the  61  particular  men  considered  probably 
reflected  the  more  scrupulous  railroad  thinking  and  attitudes  of  the  period; 
the  records  of  their  irresponsible  brethren  are  difiBcult  to  obtain  if,  indeed, 
they  exist  at  all.  Yet  these  61  dominated,  at  one  time  or  another,  the  des¬ 
tinies  of  the  Boston  &  Albany,  Burlington,  Illinois  Central,  Lackawanna,  Lake 
Shore  &  Michigan  Southern  (NYC),  Michigan  Central,  New  York  Central, 
New  Haven,  Norfolk  &  Western,  and  Northern  Pacific.  Hence  even  though 
the  individuals  appraised  were  doubtless  above  average  character-wise  and 
success-wise,  the  roads  they  controlled  were  at  least  diversified  as  to  location, 
tasks  faced,  and  traffic  handled. 

Railroad  Leaders  is  not  and  does  not  pretend  to  be  a  railway  history  or  even 
a  series  of  vignettes  in  the  usual  sense  any  more  than  it  is  a  collection  of 
biographies;  if  it  were,  it  would  run  to  at  least  50  volumes.  What  Cochran  sets 
out  to  do  is  to  describe,  compare,  and  evaluate  systematically  the  views  of  the 
61  men  in  respect  to  such  matters  as  expansion  and  innovation;  relations  with 
suppliers  and  customers;  economics  and  finance;  managerial  techniques;  labor 
relations;  community  development;  public  relations;  government  relations;  and 
social  relevance.  In  the  process  he  does  far  more.  For  example,  he  illuminates 
brilliantly  the  fine  but  basic  distinctions  between  the  owner-manager,  general 
entrepreneur,  and  professional  manager;  he  examines  the  meaning  and  role 
of  the  profit  motive;  he  probes  the  wellsprings  of  competitive  strategy  and 
compares  and  contrasts  types  of  risk-taking  and  ideas  about  risk;  he  explores 
the  crystallization  and  changes  in  ethical  concepts  and  sanctions.  In  so  doing 
he  uncovers  countless  clues  as  to  why  various  companies  acted  as  they  did, 
thus  suggesting  innumerable  avenues  for  future  research. 

Because  of  space  limitations  here,  it  is  impossible  even  to  summarize 
Cochran's  findings  because,  except  for  two  brief  descriptive  chapters,  his 
entire  228-page  text  is  interpretive.  His  own  10-page  summary  in  the  final 
cbapter  is  the  briefest  distillation  that  could  possibly  do  justice  to  the  subject. 

Since  most  of  the  letters  used  in  this  study  are  not  in  public  depositories, 
the  Cochrans  have  added  a  273-page  appendix  c'ontaining  brief  abstracts  of 
a  substantial  part  of  their  material.  Even  standing  alone  this  collection  is  a 
gold  mine  of  information. 

The  shortcomings  of  this  work,  compared  to  its  outstanding  contributions, 
are  minor.  There  is  no  bibliography  of  sec-ondary  works,  though  books  con¬ 
sulted  are  fully  cited  in  the  exhaustive  notes  at  the  end  of  the  volume.  There 
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are  no  illustrations.  The  three  maps,  without  captions  and  showing  only  the 
10  roads  considered  in  skeleton  fashion,  are  virtually  worthless  since  they  fail 
to  indicate  the  relative  position  of  other  roads,  physiographic  setting,  or  con¬ 
struction  dates.  Proof-reading  (e.g.:  pp.  146,  183,  196,  201,  223)  leaves  much 
to  be  desired.  Insufficient  account  seems  to  have  been  taken  of  Julius  Crodin- 
sky’s  classic  study’  in  the  discussion  of  pools,  and  one  must  question  the  asser¬ 
tion  that  “little  was  accomplished”  in  respect  to  employee  insurance  (page  182) 
in  view  of  the  fact  that  at  least  two,  and  probably  three,  of  the  major  systems 
discussed  had  full-fledged  plans  in  operation  in  the  1880’s. 

But  these  defects  are  trivial.  Railroad  Leaders  is  a  bold,  painstaking  ex¬ 
ploration  of  a  major  area  hitherto  unexamined  in  anything  approaching  sys¬ 
tematic  fashion.  Every  conclusion,  however  tentative,  as  most  of  them  are, 
is  meticulously  based  on  carefully  tested  fact.  And  there  is  not  one  iota  of 
moralizing.  Cochran  neither  attacks  nor  defends  anyone  or  any  company;  his 
book  is  a  factual  synthesis  and  preliminary  appraisal.  Nevertheless,  the  inci¬ 
sive  challenge  he  hurls  at  dozens  of  conventional  views  is  clear  and  unmis¬ 
takable.  This  is  scholarly  inquiry  at  its  best;  a  first  and  significant  step  toward 
an  understanding  of  the  social  role  of  the  American  businessman. 

Richard  C.  Overton 

Northwestern  University 


Trust  Banking  in  Washington.  By  Howard  H.  Preston.  Seattle,  University  of 
Washington  Press,  1953.  Pp.  145.  $3.00. 

For  many  years  the  trust  division  of  the  American  Bankers  Association  has 
been  trying  to  assemble,  for  its  Historical  Library,  histories  of  trust  banking 
in  each  state  and  in  Hawaii  and  Alaska.  The  present  volume  sets  an  excellent 
standard  for  the  series.  Its  author,  the  late  Howard  H.  Preston  of  the  Univer¬ 
sity  of  Washington,  who  had  spent  a  lifetime  in  writing  about  and  teaching 
monetary  and  banking  topics,  was  granted  access  to  the  bank  records  relevant 
to  his  topic  and  also  was  acquainted  personally  with  all  of  the  leaders  of  trust 
banking  in  his  state. 

The  only  real  criticism  of  Dr.  Preston’s  book  is  its  frequent  repetition  of 
names,  places,  and  events;  this  characteristic  probably  arises  from  the  fact 
that  Parts  I  and  II  were  originally  written  as  separate  articles  for  publication 
in  the  Pacific  Northwest  Quarterly.  The  many  photographs  of  Trust  Officers 
in  the  volume  seem  of  doubtful  value.  Persons  who  are  not  familiar  with  the 
background  in  Washington  State  might  wish  that  Dr.  Preston  had  explained 
the  reasons  for  withholding  permission  to  charter  banks  in  the  early  territorial 
days.  Such  persons  will  also,  miss  an  account  of  the  laws  of  descent  of  property 
in  the  period  of  private  banking  prior  to  the  passage  hi  1886  of  the  act  author¬ 
izing  chartered  banks. 

The  book  gives  a  sense  of  the  remoteness  and  the  courage  of  the  pioneering 
private  bankers,  whose  activities  doubtless  would  horrify  the  present-day  in¬ 
habitants  of  our  well-ordered,  well-regulated  credit  departments.  The  reader 
gets  an  understanding  of  the  rapidly  growing  frontier  society  and  of  the  over- 

*  Julius  Grodinsky,  The  Iowa  Pool:  A  Study  in  Railroad  Competition,  1870- 
1884  (Chicago,  1950). 
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expansion  which  culminated  in  financial  catastrophe  in  1873  and  especially  in 
1893.  The  enormous  effort  needed  to  recover  from  these  two  major  depres¬ 
sions  and  put  the  state  back  on  its  feet  is  described  clearly  but  without  a 
surplus  of  detail. 

One  may  hope  that  the  brief  account  in  this  volume  of  an  episode  involving 
the  First  National  Bank  of  Yakima  will  move  some  reader  to  do  further  re¬ 
search  and  tell  the  story  in  full.  This  bank,  originally  located  on  a  railroad, 
found  itself  stranded  when  the  railroad  moved  its  tracks.  Nothing  daunted, 
the  bank  moved  its  building  six  miles  to  the  new  site  of  the  railroad  and  kept 
banking  hours  during  the  week  required  for  the  trip. 

Dr.  Preston  was  wise,  in  recounting  the  facts  about  the  present  trust  depart¬ 
ments  of  the  banks,  to  provide  a  chart  of  the  ancestry  of  each  bank,  thus 
clarifying  greatly  the  complexities  of  combinations  and  purchases  that  resulted 
in  today’s  banks.  The  final  chapter,  “Trust  Business  as  a  Profession,’*  tells  the 
story  of  the  various  trust  associations  in  Washington,  showing  the  value  of 
these  associations  to  their  own  membership  and  to  the  customers  of  the  trust 
departments  in  the  state.  Most  states  have  such  organizations,  and  each  of  the 
projected  state  histories  of  the  trust  business  might  well  devote  a  chapter  to 
their  activities. 

Leon  M.  Little 

Boston,  Massachusetts 

•  •  • 

Sugar  Country.  By  J.  Carlyle  Sitterson.  Lexington,  University  of  Kentucky 
Press,  1953.  Pp.  xvi  +  414.  $6.00. 

In  recent  years  the  “coimtry  style’’  of  title  has  been  pre-empted  by  the 
authors  of  a  series  which  allegedly  describes  the  folkways  of  regional  America. 
It  is  unfortunate  that  Sugar  Country,  a  commendable  example  of  economic  and 
social  history,  must  run  the  risk  of  being  confused  with  more  superficial  offer¬ 
ings.  Since  1937,  J.  Carlyle  Sitterson  has  published  at  least  eight  articles  upon 
aspects  of  cane  sugar  production  in  Louisiana  during  the  nineteenth  century. 
Here,  he  essays  the  history  of  Southern  cane  sugar  from  the  eighteenth-century 
origins  of  the  industry  to  1950.  Southern  Louisiana  has  always  been  the  heart 
of  the  cane  sugar  coimtry,  although  outliers  have  existed  at  times  through  the 
Lower  South  from  South  Carolina  to  Texas. 

Plantation  records,  newspapers,  agricultural  journals,  the  minutes  of  planter 
associations,  and  assorted  government  dociunents  have  all  rewarded  the  author’s 
diligence.  Beginning  with  the  contributions  of  de  Bor4  and  other  pioneers. 
Professor  Sitterson  guides  his  reader  through  discussions  of  the  natural  set¬ 
ting,  labor  organization,  planter  society,  cropping  practices,  the  manufacturing 
process,  the  marketing  and  credit  structure,  costs  and  returns,  and  the  deso¬ 
lating  results  which  the  Civil  War  produced  in  the  cane  region.  By  1900  the 
industry  had  effected  a  recovery  based  on  free  labor  and  improved  processing 
methods.  But  soon,  decline  set  in  when  mosaic  infested  the  cane  fields  and 
diminished  the  yield.  'This  disease  and  the  economic  readjustments  of  the 
1920’s  seemed  to  doom  the  industry  but  hardier  varieties  and  federal  aid 
programs  assisted  in  a  rehabilitation  which  continued  during  the  1940’s.  Mean¬ 
while,  cane  cultivation  had  become  successful  in  the  Florida  Everglades. 

There  is  no  “mint  julep  and  magnolia  romanticism’’  in  Sugar  Country,  al- 


though  labor  management  does  emerge  as  perhaps  seamier  in  the  post-bellum 
era  than  in  the  days  of  slavery.  The  prose  is  clear  and  at  its  best  in  the  early 
chapters,  where  many  a  well-chosen  quotation  fascinates  the  reader.  As  an 
excellent  development  of  a  little-known  topic  in  agricultinal  history,  this  book 
must  be  added  to  the  Southern  stand-bys  written  by  Phillips,  Craven,  Cray,  and 
Robert. 

Professor  Sitterson’s  work,  however,  is  not  completely  satisfying.  He  suggests 
that  “the  sugar  economy  sustained  a  distinctive  regional  culture”  in  the  ante¬ 
bellum  period  (page  vii).  The  implicit  definition  of  “regional  culture”  is 
rather  narrow  in  a  book  which  devotes  only  a  few  pages  to  “nonsugar  farmers” 
and  “nonslaveholders”  in  the  Louisiana  sugar  parishes  while  familiar  features 
of  plantation  life  are  described  in  detail.  Yet  such  “lesser  folk”  made  up  three 
out  of  every  five  whites  in  the  prosperous  days  of  the  1850's  (pages  108-9). 
Similarly  the  political  activities  of  the  sugar  planters  prior  to  the  Civil  War  are 
dismissed  with  httle  more  than  the  remark  that  “Louisiana  sugar  planters  were 
predominantly  Whig”  (page  88).  In  view  of  the  recent  interpretation  of  the 
Southern  Whigs  by  Professor  Sellers  it  is  disappointing  that  Dr.  Sitterson’s 
sources  did  not  yield  more  evidence  on  the  location  of  leadership  in  the  Whig 
party  of  Louisiana. 

After  he  had  carried  his  narrative  past  1900,  Professor  Sitterson  used  the  work 
of  agricultural  economists  and  rural  sociologists  effectively.  It  would  have 
greatly  improved  this  study  had  he  applied  variants  of  their  sampling  tech¬ 
niques  in  the  earlier  period.  Perhaps  Louisiana  parish  records  are  inadequate 
for  the  purpose,  but  quantitative  studies  of  changing  land  patterns,  credit 
sources,  interest  rates,  tax  sales,  foreclosures,  and  tenure  arrangements  can 
often  place  in  more  meaningful  perspective  the  conclusions  drawn  from  both 
business  records  and  the  generalizations  of  journalists.  Strangely,  as  he  turned 
to  the  modem  era  Sitterson’s  feeling  for  the  region  faded.  Little  of  the  sen¬ 
sitivity  to  regional  traits  which  illuminated  Sonnichsen’s  recent  study  of  the 
modem  cattle  country  can  be  found  here,  although  in  other  respects  Sugar 
Country  is  much  the  better  book. 

It  must  be  mentioned  among  Professor  Sitterson’s  minor  failings  that  he  was 
seduced  into  occasional  uncritical  lapses  by  the  plantation  records  which  he 
used.  His  emphasis  upon  the  unique  natural  hazards  of  sugar  culture  will  not 
convince  those  who  remember  that  farmers  of  every  region  can  catalogue 
pests  and  catastrophes  without  end.  In  evaluating  the  importance  of  the  tariff 
to  sugar  planters  in  the  ante-bellum  period  he  is  less  skeptical  than  was  L.  C. 
Gray,  although  he  describes  Gray  as  a  “careful  student”  (page  323). 

llie  sugar  plantation  tended  to  be  the  largest  of  the  Southern  staple  units 
before  the  Civil  War.  Unfortunately  Dr.  Sitterson  organized  his  material  so 
that  discussion  of  the  factors  producing  this  result  was  scattered  through  several 
chapters.  Some  readers  will  regret  the  omission  of  compact  but  comprehensive 
discussion  of  this  interesting  problem. 

“In  sugar  making,  when  the  juice  reached  the  temperature  necessary  for 
crystallization,  the  ‘strike’  was  said  to  be  made”  (page  132);  despite  criticism 
of  emphasis,  omissions  and  techniques,  the  reviewer  believes  that  Professor 
Sitterson  too  has  made  a  strike  in  sugar  country. 

Allan  C.  Rogue 

State  University  of  Iowa 
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New  Light  on  the  History  of  the  Great  American  Fortunes:  American  Million- 
aires  of  1892  and  1902.  Edited  with  an  introduction  by  Sidney  Ratner. 
New  York,  Augustus  M.  Kelley,  Inc.,  1953.  Pp.  xxvii  +  146.  $3.00. 

This  book  reproduces  two  lists  of  Americans  who  were  worth  at  least 
$1,000,000.  The  first  list,  of  4,047  names,  appeared  in  1892  in  the  New  York 
Tribune;  the  second,  of  3,561  names,  was  published  by  the  New  York  World 
Almaruic  in  1902.  Each  list  is  arranged  alphabetically  by  state  and  town  or  city, 
and  gives  a  brief  indication  of  the  source  of  each  person’s  wealth.  Mr.  Ratner ’s 
introduction  calls  attention  to  some  early,  and  neglected,  work  on  the  subject 
by  G.  P.  Watkins  and  G.  K.  Holmes,  two  tum-of-the-century  economists,  as 
well  as  to  recent  studies  by  Destler,  Mills,  Miller,  and  others. 

For  scholars  with  some  experience  in  business  and  entrepreneurial  history, 
such  a  description  will  indicate  the  potentialities  and  limitations  of  this  book. 
Ratner  finds  that  the  earlier  studies  fail  to  distinguish  varied  elements  and 
processes  within  the  broad  class  of  business  leaders.  But  the  present  lists 
also  fail  to  do  this,  as  no  comparison  is  made  between  the  sizes  of  the  individual 
fortunes.  Also,  other  recent  work  along  this  line  has  been,  if  more  limited 
quantitatively,  more  ambitious  than  the  present  work  in  seeking  a  wider  range 
of  information  on  each  business  leader:  religion,  national  extraction,  father’s 
occupation  and  status,  etc.  These  earlier  studies  have  aimed  at  understanding 
a  pattern  of  social  leadership  rather  than  merely  the  economic  component  of 
such  a  pattern.  Most  of  the  “new  light’’  to  be  expected  from  the  present  lists 
will  come  only  when  researchers  have  followed  up  the  entries,  using  the  avail¬ 
able  body  of  materials  on  local  history. 

Among  the  growing  number  of  documentary  and  source  collections,  this 
volume  is  notable  in  the  intensity  of  its  specialization.  This,  of  course,  while 
no  criticism  of  Ratner ’s  effort,  suggests  the  need  for  more  discussion  as  to  why 
such  data  should  be  collected  at  all.  As  the  empirical  data  sought  becomes 
more  specialized,  the  need  for  clarity  as  to  its  relevance  increases.  Ratner’s 
lists  will  he  doubly  useful  if  they  serve  to  remind  us  that  we  should  seek  con¬ 
sciously  to  know  why  we  might  consult  them. 

A.  T.  Brown 

Chicago,  Illinois 


Gulf  to  Rockies:  The  Heritage  of  the  Fort  Worth  and  Denver-Colorado  and 
Southern  Railways,  1861-1898.  By  Richard  C.  Overton.  Austin,  Univer- 
*  sity  of  Texas  Press,  1953.  Pp.  xiv  +  410.  Illustrated.  Maps.  $5.00. 

This  admirable  book  ( No.  1  in  the  Northwestern  University  series  of  “Studies 
in  Business  History”)  describes  the  foundation  and  early  development  of  the 
s  railway  designed  to  link  the  Rocky  Mountains  and  the  Gulf  of  Mexico:  to  give 

Colorado  access  to  the  East  by  an  alternative  route  to  the  overland  Union 
Pacific.  It  is  based  on  a  full  examination  of  the  archives  of  the  Chicago,  Bur¬ 
lington  &  Quincy  Railroad  and  of  the  private  papers  of  some  of  the  chief  people 
concerned  in  the  story.  The  evidence  is  full  and  rewarding.  It  has  enabled 
Professor  Overton  to  do  something  more  than  to  write  the  history  of  a  suc¬ 
cession  of  companies  and  their  rivals,  though  that  has  been  an  important  part 
of  his  task:  it  has  led  him  “to  examine  and  appraise  the  motives,  techniques. 
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and  attitudes  that  characterised  Western  railroading  in  the  latter  part  of  the 
nineteenth  century.” 

It  is  a  study  of  the  greatest  interest.  First,  and  most  obviously,  it  is  important 
because  it  describes  the  making  of  the  first  great  north-south  railway  in  the 
Western  States.  Secondly,  it  is  a  study  of  tlie  stranglehold  exercised  by  two 
great  railway  corporations  over  a  rich  territory.  By  1881  all  the  routes  from 
Colorado  to  the  north,  east,  and  west  were  in  the  hands  of  the  Union  Pacific, 
while  those  of  the  south  were  controlled  by  the  Santa  Fe.  In  this  situation  John 
Evans  came  forward  with  a  plan  for  a  new  railway  to  the  south,  running 
through  Texas  to  the  Gulf  of  Mexico,  wholly  independent  of  the  two  great 
established  companies.  Here  is  the  third  great  point  of  interest  in  Professor 
Overton’s  book.  It  is  a  study  of  personalities:  above  all,  of  John  Evans  and 
Grenville  M.  Dodge,  representing  in  this  matter  the  interests  of  the  Union 
Pacific.  The  long  duel  fought  between  these  two  men  —  lofty,  remote,  imper¬ 
sonal,  yet  perfectly  relentless  —  is  a  fascinating  story.  Dodge’s  great  career  is 
well-known,  for  it  is  of  national  importance.  But  Evans  emerges  from  this 
book  as  an  even  more  striking  personality:  already  an  elderly  man  when  the 
story  begins,  filled  with  a  single  consuming  determination,  to  deliver  Colorado 
from  its  railway  monopolists,  and  supported  by  an  unshakeable  confidence  that 
his  cause  would  triumph  through  its  self-evident  rightness.  'This  belief  was  a 
naive  miscalculation.  Professor  Overton’s  comment  on  it  (page  47)  is  surely 
an  understatement:  "at  times  the  Governor’s  absorption  with  objectives  and  his 
reliance  on  the  basic  decency  of  mankind  may  have  made  him  less  wary  than 
might  have  been  prudent  under  the  circumstances.”  Yet  his  simple-mindedness 
is  refreshing,  and  there  was  nothing  soft  about  it.  He  was  a  fighter  all  his  life, 
and  he  believed  sincerely  and  at  all  times  in  the  justice  of  his  cause.  In  this 
particular  issue,  he  was  firmly  assiured  that  the  whole  welfare  and  future  devel¬ 
opment  of  his  state  depended  on  maintaining  competition  between  the  railways 
that  linked  it  with  the  East,  and  he  was  prepared  to  fight  to  the  death  in  defense 
of  that  principle.  'There  is  indeed  a  genuinely  heroic  quality  in  Evans,  which 
commands  the  highest  respect. 

To  a  British  reader  this  book  is  of  special  interest.  For  it  points  very  clearly 
to  some  of  the  great  differences  between  the  history  of  American  and  British 
railways.  There  may  be  similarities  —  though  they  lie  largely  on  the  surface  — 
between  railway  financiers  like  Jay  Gould  and  C^rge  Hudson.  But  no  such 
career  as  Evans’  is  to  be  found  in  the  history  of  British  transport.  The  town  of 
Hull,  it  is  true,  was  encompassed  by  the  monopolist  North  Eastern  Railway, 
much  as  Denver  and  Colorado  were  hemmed  in  by  the  Union  Pacific  and  Santa 
Fe;  and  it  too  promoted  an  independent  railway  of  its  own,  the  Hull  & 
Barnsley,  in  1879-80.  But  though  the  Hull  Corporation  stood  firmly  behind  the 
Hull  &  Barnsley  company  t'.uroughout  the  40  years  of  its  life  and  went  on 
sparring  constantly  with  the  North  Eastern,  nolxxly  thought  of  the  struggle  as 
a  crusade  or  pretended  that  its  outcome  was  a  matter  of  life  or  death  to  the 
town  —  as  Evans  did,  with  some  reason,  in  Denver.  'The  history  of  British 
railways  is  a  much  less  dramatic  story. 

It  is  also,  as  any  Englishman  must  agree,  much  less  thoroughly  explored. 
There  is  no  exact  equivalent  in  Britain  to  Professor  Overton’s  study.  There 
have  been  a  few  useful  histories  of  English  railway  companies.  'The  best  of 
them  are  undoubtedly  Tomlinson’s  North  Eastern  Railway  and  MacDermot’s 
History  of  the  Great  Western  Railway.  Both  are  works  of  scholarship  and,  like 
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Professor  Overton’s,  founded  on  a  full  examination  not  only  of  the  companies’ 
official  records  but  of  newspapers  and  much  miscellaneous  private  information. 
But  Tomlinson  wrote  40  years  ago  and  he  was  not  a  trained  historian;  and 
MacDermot,  though  he  wrote  an  excellent  book,  unhappily  decided  to  give  no 
references  for  his  statements.  Behind  these  two  stretch  a  long  line  of  smaller 
and  slighter  works,  ranging  in  quality  from  the  valuable  to  the  almost  worthless. 
What  we  need  in  Britain  is  a  series  of  large  studies  like  Professor  Overton’s, 
dealing  with  all  the  most  important  companies.  We  shall  then  be  in  a  position 
to  begin  writing  the  history  of  British  railways  as  a  whole. 

There  is  one  reason  above  all  why  Britain  has  lagged  behind  the  United 
States  in’  this  respect.  Until  six  years  ago  the  ofiBcial  records  of  the  British 
railway  companies  remained  their  private  property,  and  they  were  not  open  to 
students  to  consult.  One  consequence  of  the  nationalization  of  1948  was  the 
establishment  of  a  record  office  in  London,  in  which  all  the  papers  of  the  under¬ 
takings  controlled  by  the  British  Transport  Commission  have  been  brought 
together,  in  the  charge  of  an  archivist.  From  the  economic  historian’s  point  of 
view  it  is  a  great  gain:  the  material  out  of  which  the  history  of  the  British 
railway  companies  must  be  mainly  written  is  now  freely  available  to  students. 
Among  the  models  they  must  keep  before  them,  for  thoroughness  of  documen¬ 
tation  above  all.  Gulf  to  Rockies  will  be  one  of  the  most  important. 

Jack  Simmons 

University  College  of  Leicester 

•  •  • 

The  Growth  of  Major  Steel  Companies,  1900-1950.  By  Gertrude  G.  Schroeder. 

The  Johns  Hopkins  University  Studies  in  Historical  and  Political  Science, 

LXX,  no.  2,  Baltimore,  1952.  Pp.  244. 

Relying  chiefly  on  annual  reports  of  the  twelve  largest  American  steel  com¬ 
panies,  the  author  compiled  a  series  of  growth-measuring  statistics:  sales,  total 
assets,  net  income,  number  of  employees,  ingot  capacity,  etc.  The  author  found 
that  less  than  30  per  cent  of  the  corporate  growth  of  most  large  steel  companies 
in  the  last  half-century  was  due  to  mergers;  somewhat  more  than  70  per  cent 
was  the  result  of  “internal”  expansion  (page  93).  Growth  through  merger  was 
financed  principally  by  the  exchange  of  securities  for  physical  properties; 
internal  expansion  was  financed  principally  out  of  retained  earnings,  with  a 
declining  reliance  on  funded  debt  (the  sale  of  common  and  preferred  stock 
was  an  unimportant  source  of  funds  for  internal  expansion,  page  149).  'There 
was  no  common  pattern  of  growth  among  the  companies  studied;  the  author 
is  of  the  opinion  that  variations  may  be  traceable  to  the  different  talents  and 
personalities  of  men  in  command.  'The  author  believes  the  evidence  points  to 
moderate-sized  companies  (Inland,  Youngstown,  Armco,  and  National)  as  the 
most  efficient  in  terms  of  return  on  investment.  'These  companies,  phis  Jones  & 
Laughlin,  rapidly  increased  their  share  of  the  market  in  the  first  half  of  the 
twentieth  century,  principally  at  the  expense  of  the  companies  not  listed  among 
the  top  twelve  (page  197).  'The  degree  of  concentration  in  the  industry  in¬ 
creased  rapidly  until  1930,  then  leveled  off.  'The  study  was  financed  in  part 
by  a  grant  from  the  Merrill  Foundation  for  the  Advancement  of  Financial 
Knowledge.  T.  R.  N. 


History  of  the  Philadelphia  National  Bank:  A  Century  and  a  Half  of  Philadelphia 

Banking,  1803-1953.  By  Nicholas  B.  Wainwright.  P.p.  Philadelphia,  1953. 

Pp.  263. 

This  bank  was  founded  in  1803  to  accommodate  small  tradesmen  by  dis¬ 
counting  their  commercial  paper.  Its  early,  and  older,  competitors  were:  Bank 
of  North  America,  Bank  of  the  United  States,  and  Bank  of  Pennsylvania.  In 
the  first  three  decades  the  bank  experienced  its  full  share  of  embezzlements  and 
robberies  ( including  a  spectacular  assault  on  its  specie  vault  in  1821  via  subter¬ 
ranean  sewer).  By  the  late  1830’s  conservative  management  enabled  this  bank 
to  survive  the  depression  of  1837-43  as  the  strongest  financial  institution  in 
Philadelphia.  Capital  grew  slowly  during  the  rest  of  the  century  although  the 
Philadelphia  bank  remained  second  in  size  in  the  city  (for  most  of  that  period 
the  Farmers’  and  Mechanics'  was  largest,  later  to  be  bought  by  the  Philadelphia 
National).  Rapid  growth  began  in  the  1890’s  when  the  Philadelphia  National 
began  to  act  as  a  correspondent  bank  on  a  widening  scale.  In  the  early  1900’s 
under  Levi  L.  Rue,  the  bank  solicited  deposits  of  the  nation’s  largest  corpora¬ 
tions.  ’This  policy  led  to  excess  of  funds  which  had  to  be  invested  in  the  New 
York  money  market.  After  1915  the  Philadelphia  National  Bank  became  and 
remained  the  largest  in  the  city.  It  absorbed  three  of  its  leading  competitors 
in  the  1920’s.  Due  to  the  nature  of  its  business  (corresponding  bank,  large 
corporate  depositors),  the  bank  experienced  few  difiBculties  in  the  depression 
(Philadelphia  banks  in  general  proved  sound).  The  author  is  editor  of  the 
Pennsylvania  Magazine  of  History  and  Biography,  he  was  commissioned  by  the 
bank  to  write  its  history  and  based  his  study  principally  on  the  minutes  of 
directors’  meetings.  T.  R.  N. 
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A  History  of  the  Graduate  School  of  Business,  Columbia  University,  By 
Thurman  W.  Van  Metre.  Bicentennial  History  of  Columbia  University 
Series,  Coliunbia  University  Press,  1951.  Pp.  124. 

A  tactful,  subjective  history  stressing  the  evolution  of  faculty  and  physical 
facilities  and  outlining  broad  shifts  in  educational  policy.  C.  S.  C. 

•  •  • 


Andrew  Carnegie.  By  Alvin  F.  Harlow.  New  York,  Julian  Messner,  Inc., 
1953.  Pp.  182.  Index.  $2.75. 

With  no  pretense  of  making  a  scholarly  contribution,  this  little  book  is  in¬ 
tended  for  juveniles  (aged,  I  suppose,  10  to  14).  From  that  viewpoint,  it  is 
interesting  and  tolerably  accurate.  R.  C. 

•  •  m 


Capitalism  and  the  Historians.  Edited  by  F.  A.  Hayek.  Chicago,  University 
of  Chicago  Press,  1954.  Pp.  188.  $3.00. 

The  six  essays  in  this  volume  are  unified  by  a  belief  that  historians  have 
mistreated  capitalism.  They  also  join  in  espousing  Manchester  liberalism  in  the 
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original  sense.  Three  of  the  articles  (two  by  T.  S.  Ashton,  one  by  W.  H.  Hutt) 
contain  also  reasoned  arguments  that  the  conditions  of  most  British  workers 
improved  during  the  early  nineteenth  century,  following  the  introduction  of  the 
factory  system.  To  me,  this  line  of  argument  seems  very  persuasive.  R.  C. 

•  •  • 


Forbes:  Telephone  Pioneer.  By  Arthur  S.  Pier.  New  York,  Dodd,  Mead  & 
Company,  1953.  Pp.  232.  Index.  $5.00. 

This  alleged  biography  of  William  H.  Forbes,  first  president  of  A.T.  &  T.,  is 
significant  only  for  a  few  of  the  extensive  extracts  from  Forbes’  correspondence. 
R.  G. 
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